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SECTION I: OF INTRODUCTORY NATURE 
A. INTRODUCING THE SUBJECT 
This paper deals with the su b ject of' competitive 
bidding, and the f'ocal point of' the su bject is the bid . "A 
bid is an oral or written quotation of' price submitted in 
competition, covering the proposed work".* It is a price 
f'igure, or a g roup of' f'igure s, and nothing more. The price, 
however, is shrouded in secrecy, being the most expedient 
method of s a feguarding the legitimate interests of' the 
parties involved and is most usually sealed in an envelope. 
Hence the bid is also known as the "sealed bid". A synony-
mous term, more technical in usag e, is "proposal". The 
competition ref'erred to in the ~bove definition is competing 
on the part of' the sellers, to distinquish it f'rom bidding 
by buyers, which is commonly found in such transactions as 
sale by auction and the sale of securities. Unfortunately, 
competition throug h bidding on behalf' of' the buyers is 
oftentimes also ref'erred to as competitive bidding. A dis-
tinction should be made; the nature of' the two t y pes are 
f'ar removed. This paper deals only with competitive bid-
ding b y sellers. 
competitive bidding is a system and has the ele-
ments of' a system. It is composed of' a variety of' parts 
and it will be the duty here to inspect those parts . These 
J. i- 14, p,7 
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components bear a relationship to each other acting and 
reacting on the other parts. A final element of a system 
is known as concurrence, whereby some parts converge on 
the focal point of t he system and then diverge from it. 
In the system of competitive bidding there are many 
stages preliminary to the filing of the bid, each relat-
ing back to certain peculiarities of the company filing 
the competitive bid and having a direct influence on the 
amount stated in that bid, the price. After the bid has 
been filed there are mechanics in awarding the bid and 
in the follow up to see that the contract provisions have 
been met.* 
The buyer is looking for the lowest possible 
price for satisfactory products. And he hopes to find this 
price at the least possible trouble and cost to hi1n. Com-
petitive bidding is oftentimes the most satisfactory man-
ner in which the buyer can achieve this end. In the pur-
chase of construction or supplies the buyer only has to 
define exactly what he wants and request bids to locate, 
most usually, the lowest possible price. Instituti~g the 
system of competitive bidding affords him little cost. 
In addition there is a second reason for the use of the 
system by the buyer. Competitive bidding is by nature 
open and public. The government is the agency of the people, 
* 8, pp. 66 ff. 
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so that when it buys, employing public funds entrusted 
to it for the collective needs of the people, it is 
necessary that the price in any transaction not only be 
right, from the standpoint of the best value, but must 
also look right. The procedure of pricing through the 
competitive bid limits the opportunity for collusion. 
It shows the unsuccessful bidder just why he was unsuc-
cessful thereby blocking any unpleasant reactions and 
accusations. It satisfies the critical scrutiny of the 
general public. 
That friendship plays a significant role in 
the marketing transactions of the country cannot be 
doubted. We often hear of a salesman, when switching 
his selling position to a competitor of his former em-
ployer, taking a significant share of his customers to 
the new company. This exemplifies the point that buying 
is not always a rational function, and irrationality is, 
by definition, inefficiency. Competitive bidding goes a 
long way toward eliminating irrational motives in buying. 
The threat of collusion is ever present in com-
mercial transactions. Collusion takes many forms ranging 
from the crude "ganging up" which the term connotes to 
the more subtle and sophisticate types of kickbacks in 
money, gifts or favors to buyers. It is e a sy to under-
estimate the prevalence of collusion in buying for it 
is well clothed from outside scrutiny. Many executives 
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in private enterprise are unaware of the added salary 
their buyers receive under the table. But in private 
enterprise, this is a problem of the firms concerned; 
in government dealings it is the concern of the people. 
To overcome the drawback of collusion between 
sellers and the purchasing agents of government compet-
itive bidding is employed. Since collusion can only exist 
when each party, the agent for the buyer and the seller, 
receive some consideration from the other, competitive 
bidding eliminates the opportunity for the purchasing 
a gent to do the seller a favor. He must take the lowest 
price and the lowest price would not include in the esti-
mate a charg e for a kickback. Publicity demands the use 
of the lowest price. Because of the nature of public funds 
being a public trust, publicity is required. The follow-
ing statement made by the Navy Department expresses the 
g eneral policy of goverTh~ent agencies with regard to pub-
licity. 11 With regard to the matter of publicity; we have 
been hammering for a long time on that point--that the 
Government business not only has to be right, but has to 
look right. Private business can be right, but it need 
not necessarily look right. A man's own business can be 
transacted in the way he pleases, but the Navy business 
has to be right and look right,and the only way to have 
it look right is to have it wide open. That is one reason 
we have been trying to get the idea of publicity developed 
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in every possible way. If the Navy assttmes the attitude 
of trying to cover up something , there is sus picion ex-
cited that it is anxious to cover up something crooked; 
whereas it aims to show everything that is done in a 
matter---no secrets---the record is right on the table; 
it disarms criticism right away and people are willing 
to take us at face value because we are following what 
they know is our honest opinion." o;} 
In general, bidders have a right to be present 
at the time at which the sea led bids are opened. They 
ha ve the right of hearing their own bid r ead and to hear 
the bids of others read. They have the right to examine 
any and all bids. Statements of bids received will not 
be furnished to interested bidders as a rule be cause of 
t h e extent of clerical work involved in extending such 
a service, but every facility is afforded the public to 
obtain all information from the proposal documents and 
from the official record in which the bids are recorded. 
Many agencies of government on all levels will furnish 
the names and prices of the successful bidders upon ap-
plication by an interested bidder. 
B. THE APPROACH TO BE FOLLO ~ED 
A sy stem of price quotation known as competi-
tive bidding forms the subject matter of this paper. It 
* 9, p.lll. 
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is a system of pricing with its own individuality--its 
characteristics quite different from other systems of 
price quotation within the framework of marketing. It is 
our purpose here to study the procedures of the system, 
to reduce these procedures to a common denomination, and 
to present them per se. At the same time we shall focus 
attention upon the economics of the system, attempting to 
define clearly the nature of the transaction most suited 
to competitive bidding. Here too we shall attempt to pre-
sent economic considera tions peculiar to firms selling 
under competitive bidding. Finally, an endeavor will be 
made to relate the economics of competitive bidding to 
general economic theory. 
The above, quite necessary as background for a 
complete understanding of the problems and ramifications 
of the system, will lead into a critical discussion of 
the abuses and advantages of the system. These will be 
weighed against each other, attempting to interpret each 
point from the two fold marketing view of vendor and pur-
chaser. Some consideration will be given to the interests 
of society, for the commercial venturer should be cogni-
zant of a moral trust bestowed in him by the people. The 
fact that much of this paper deals with government pur-
chasing which is, in effect, public purchasing affords 
added reason for consideration of the third viewpoint. 
Vlhen the pros and cons of the system have been hashed 
10 
and digested, an attempt will be made to offer remedial 
suggestions and to note some of the attempts in this 
direction already undertaken by various groups. 
C. THE VALUE OF THE STUDY 
There are many facets to the problems of pric-
ing as carried on within the field of marketing. The fac-
tor of position along the distributive channel to consumer 
is one major consideration. The manufacturer, wholesaler 
and retailer each has a method of pricing influenced in 
part by this position. One form of pricing may oftentimes 
be more adaptable and/or suitable than another dependent 
upon location in the scheme of distribution. The degree 
of competition is another important factor. Under this 
classification would be included such elements as the 
degree of monopoly or monopsony, as a characteristic of 
the industry, the local competitive conditions, the 
strength of brands, collusive practices, discrimination, 
and the principle of 11 price leaders". The law influences 
pricing. With both federal and state statutes regulating 
aspects of pricing, the pricing practices, and the whole 
body of judicial interpretation playing upon commercial 
activity, a sizable influence may be noted. Costs have a 
most important role in price determination. Included in 
this area are such considerations as the contribution 
principle, the major-product by-product relationship, the 
principal of dumping, and "charging what the traffic will 
11 
bear 11 • And finally, prices are influenced by the system 
of the transaction. Included here are such systems as the 
set-price, negotiations and higgling, cost plus a fixed 
fee, and competitive bidding. 
Before any significant price theory in marketing 
can evolve all the facets to the subject of pricing must 
be examined. Only after this is done, and proper weight 
placed upon each factor, will a general theory evolve. 
This paper will examine the system of competitive bidding 
to see how the use of that system affects the price. It 
will investigate cost and competitive peculiarities of bus-
iness establishments using the system, with especial atten-
tion focused upon the construction industry. Note will be 
made of regulation as it affects the price, since much of 
the contents herein found applies to government purchasing. 
From this a contribution to economics should be made. 
It is not uncommon for businessmen to make use 
of a principle, or system of principles, without under-
standing completely all their intricacies. Especially 
when dealing with a subject as widely used and as variously 
used as is competitive bidding, knowledge of the system is 
likely to be incomplete. For those in the commercial world 
who have already had dealings which made use of it, but who 
would like to broaden their knowledge of the possible de-
viations in procedure, this paper may prove helpful. 
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In a mobilization economy where we have the federal 
government purchases of the magnitude of the years of 
World War II, criticism is constantly heard to the effect 
that goverrunent contracts tend to favor larg e business and 
to discriminate a gainst the little man. It is not our point 
to get into a discussion of the validity of such criticism. 
Rather we should like to point out that if the criticism 
carries a high degree of truth small business may be at 
least partly at f ault. For the g overnments, federal, state 
and municipal, tend to employ the system of competitive 
bidding in their purchasing for the most part. Big business 
has a higher degree of speci a lization than sma ll business 
and executives in big business are aware of, or most prob-
ably have had experience at one time or another with, the 
s y stems used in selling to the g overnment. Small business 
is not familiar with selling through competitive bidding, 
is naive of the intricacies, abuses or advantag es of the 
system, and t herefore is at a great disadvantage in at-
tempting to acquire business from the g overnment . Here 
may lie a significant reason for the maintained discrim-
ination. 
Society gains inevitably thoug h oftentimes in-
directly wh enever there is an i mprovement in procedure. 
There is much to be said for the system of competitive 
bidding as it exists a t present. But as always, improve-
ments can be made. The final section of this paper exposes 
the strengths and weaknesses in the system of competitive 
bidding. The human quality to strive for perfection is 
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universal, so, with those individuals and groups who have 
dealings through competitive bidding, effort is being put 
forth to improve the system. How this is being achieved 
will be pointed out. Other weaknesses which have not as 
yet gained the notoriety sufficient to stir significant 
power for change will be presented. It is hoped that at-
tention will be called to these weaknesses and proposals 
for the purpose of remedy. 
D. THE TWO-FOLD INCLUSION 
In this examination a basic dichotomy in the 
area where competitive bidding is used will be noted. In 
the first place competitive bidding is used in the govern-
ment purchase of supplies. Competitive bidding is employed 
by all of the main types of government found in the United 
States, namely, federal, state, county and municipal gov-
ernments. In addition, competitive bidding is the system 
of price quotation used throughout the construction indus-
try regardless of whether the purchaser represents public 
or private interests. 
This schism must necessarily cause a complica-
tion in our discussion. There are certain characteristics 
of the construction industry which are peculiar to that 
industry, and of which we shall speak. These characteris-
tics apply univers ally to construction purchases of both 
public and private interests. However, in the discussion 
of public purchase of supplies, the number and variety of 
the goods in mention is wide, and crosses into the pro-
duction of every industry of significance within the 
country. Our discussion concerning public purchase of 
supplies by competitive bidding must necessarily be 
rather general in scope. In certa in parts of our discus-
sion we will be a ble to generalize and draw deductions 
and conclusions about competitive bidding regardless of 
whether it concerns construction or supplies. Often, how-
ever, we will have to limit our discussion either to the 
construction industry, regardless of buyer, or to the gov-
ernment purchase of supplies. In some cases we shall find 
ourselves limited to government purchase of both construc-
tion and supplies, excluding private buying . 
15 
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SECTION II: THE PROCEDURES OF THE SYSTEM 
The procedures used in the competitive bidding 
process vary in thousands of situations. The federal govern-
ment, and each state, county and municipal government, have 
many different departments for the purchase of supplies and 
construction. Add to these numerous public agencies the 
many private purchasers using the system of competitive 
bidding! But all are conducted and regulated in basically 
similar manner; there is an element of universality within 
the procedures. It is this we hope to capture--by concentra-
ting our effort toward the common procedures employed by the 
agencies of the federal government and toward the statutory 
requirements of the Com~onwealth of Massachusetts. This sam-
pling will serve well to show us the basic pattern, and to 
point out the intricacies attached to the system. 
A. PREPARATION OF SPECIFICATIONS 
After the decision has been made to build, or in 
the case of government to purchase supplies, the prospective 
buyer must prepare the specifications. In effect specifica-
tions are clear definitions and notations as to what is 
wanted. They are itemized requirements clearly laid out. "A 
specification is a clear and accurate description of a mat-
erial or item which it is necessary to procure together with 
the procedure which the purchaser should follow to satisfy 
himself that the requirements of the specification have been 
complied with". *It can be said with considerable accuracy 
* 2, p. 13,399 
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and termed United States Army specifications. The existence 
of an applicable federal specification, however, renders 
the preparation of a corresponding United States Army spec-
ification unnecessary. 
The Federal Specifications Section is composed of 
one member from each department and establishment procuring 
materials and supplies in accordance with specifications, 
and was organized for the purpose of effecting co-ordination 
and economy in the procurement of materials to avoid dupli-
cation of effort, to gain advantages of larger scale pur-
chasing, and for better utilization of industries. 
The procedure adopted for the consideration of 
specifications by the Section is as follows: The need for 
specifications of a particular good or article is deter-
mined. The subject is then referred to a technical committee 
within the board, composed of members of the agencies of the 
government who are more vitally interested in the supply 
under consideration. A complete investigation is made of all 
existing government and/or business specifications dealing 
with the article. A specification is selected or formulated 
which will be suitable for use in all departments of the 
federal government intending to use such an article. The 
aid and advice of co~nercial and industrial interests is 
encouraged. After the committee has reached a decision, the 
tentative specification is submitted to all departments and 
agencies of the federal government for comment and critical 
19 
analysis. copies are also submitted to associations of man-
ufacturers, purchasing agents, trade journals and the like 
for similar purposes. The criticisms received are turned over 
to the committee for additional study, and decision as to the 
final specification. The Federal Specifications Section then 
designates it as a federal specification, gives it a number 
and commands its use. 
The federal government is doing a good deal in the 
way of facilitating the use of specifications. In . encouraging 
the widespread use of specifications throughout American in-
dustry the Federal Specif ications Section broadens the source 
of suppliers to the federal government. It also serves to 
produce inherent economies ste~ning from more widespread mass 
p roduction, distribution and consumption. 
Along this line the federal government through the 
Bureau of Standards, has developed two plans to stimulate 
the use, recognition and popularity of specifications. * The 
first plan is known as the Certification Plan. Under this 
plan, the Bureau of Standards lists the manufacturers who 
make known their desire for government contracts through 
meeting federal specifications. These producers are willing 
to certify to t h e buyer that the materials and supplies meet 
with the requirements of the specifications. By supplying to 
private buyers the list s of certifying manufacturers, a great 
* 9, pp. 89ff 
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impetus to the use of standardization is afforded. Certified 
lists are also given out to state, county and municipal gov-
ernments, which have in many cases enjoyed considerable econ-
omy in eliminating hit-or-miss specifications, duplication 
in preparing specifications, and duplication in testing of the 
manufactured product. 
The second plan is known as the Labeling Plan. This 
plan has been devised to supplement the Certification Plan. 
In effect the Certification Plan has been designed to assist 
the purchaser by contract, whether the contract was reached 
by the competitive bidding system of pricing or some other 
system. The Labeling Plan is designed to assist the buyer of 
goods which have already been manufactured. This system has 
similar aims to that of the Certification Plan. It is carried 
out in the following manner: The manufacturer of a commodity 
labels that good, or its package, with his name, address and 
descriptive information concerning its relationship to a 
certain federal specification. This is, in effect, a clearly 
defined guarantee. 
These two plans afford the consumer of products 
having a federal specification a clear statement of his 
needs, which have been found only after considerable re-
search by federal government skilled technicians. In addi-
tion they accurately inform the producer what he is to 
produce. When federal specifications cannot be used en toto 
manufacturers have the privilege of drawing from them in 
21 
compiaing their own specifications. 
B. PUBLICITY OF PROPOSED WORK 
After specifications have been made, either by 
drawing them to order or by taking from the pool or federal 
specifications, the next step in the s ystem of competitive 
bidding is to publicize the proposed work. There are a var-
iety of systems in use concerning this procedure. In the 
first place there are private service agencies, such as the 
F. w. Dodge Corporation, * who, for a fee, supply interested 
parties with information concerning proposed work. Some gov-
ernments, especially on the lower levels of the state, county, 
and municipality, are required by statute, or by their free 
choice, to place a notice of any/or all proposed work in a 
newspaper. The federal government procurement officers may 
post proposals in public places. Some governments print 
their own publications of one sort or another in which are 
listed proposed work or purchases under consideration. Any 
purchasing department is willing to supply a prospective 
bidder with information upon his application. In addition 
to these methods the more formal invitation to bid issued 
by the architect in private construction serves as a form 
of publicity. 
C. THE INVITATION TO BID 
The invitation to bid has varied significance and 
* For a sample page of the Dodg e Reports see Appendix. 
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meaning according to the manner in which it is used. In 
private interests the invitation to bid is literally an in-
vitation sent out by the architect to whatever general con-
tractors he, along with the purchaser, decide. It usually 
takes the form of a postcard or letter. It is discriminatory 
in nature and sent only to a selected few. It is possible, 
however, for a general contractor to influence the architect 
by calling to his attention the contractor's willingness to 
bid the job and to request an invitation to bid. The prero-
gative of inviting is always with the purchaser or his agent 
in private transactions. In purchasing of construction or 
supplies by governments the invitation to bid serves no use-
ful function. It is merely a formality and courtesy and is 
usually included or implied in the instruction to bidders 
and specifications, when these are given out. This follows 
from the nature of government purchasing to be non-discrim-
inatG>r..y, where anyone who wishes has a right to file a bid. 
1 .. ACQUIRING THE SPECIFICATIONS 
The next procedure is for the vendor to acquire 
the general conditions and drawings--the specifications. 
These are given out to allowable bidders, those invited to 
bid in private construction or to any prospective bidder for 
a government contract. Oftentimes, a deposit is required for 
the letting out of plans and specifications. This charge us-
ually ranges from $25.00 to $100.00, and is repayable upon 
the filing of a bid. If such be the case and the contractor, 
23 
after reading the specifications, decides he doesn't care to 
estimate the job, he can circumvent this provision by filing 
a sham bid, a price high enough to assure him that he won't 
get the job, but allowing him to recover his deposit for spec-
ifications. * "contractors desiring to bid on this work must 
deposit for the withdrawal of plans and specifications, the 
sum of ------------ to be refunded to those returning them in 
satisfactory condition within ten days after the opening of 
bids". il-* 
Enclosed with the specifications are the instruc-
tiona to bidders, a portion of which usually is incorporated 
into the general conditions. Many of these instructions are 
to be discussed in detail in the sub-section entitled "Filing 
the Bid". The federal government instructions to bidders in-
. 
elude such data as: how the bids are to be prepared, who is 
to furnish materials and labor, how the bids are to be signed, 
whether the bids may be accepted in whole or part, alternate 
bids, the inclusion of the specifications in the contract, 
whether erasures and/or corrections on the bids will be al-
lowed, information concerning guarantees and sureties, marking 
* The sham bid is usally an exaggeration through the "cube" 
method of estimating. The contractor, having some knowledge 
of the approximate costs of construction of similar nature on 
a "per cubic foot" basis, calculates the cubic footage from 
the specifications, multiplies this by the approximate cost 
per cubic foot, and then adds a sufficient amount to assure 
no award. 
*-i} 19, p.l. 
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and mailing bids, time for receipt of bids, how to withdraw 
bids, awarding of the bids, preference for domestic articles, 
statement as to the commercial nature of the bidder (whether 
dealer or manufacturer), data concerning samples, contract, 
eight-hour law and patents • . * In the "Instructions to Bidder" 
under the Commonwealth of Massachusetts, the same general in-
formation is afforded. Additional instructions concerning the 
preference for workers who are citizens of the Commonwealth, 
payment of minimum wage rates, the weekly payment of rates, 
continuance of insurance for workmen's compensabion, and data 
on the 3% federal transportation tax exemption are included. ** 
As has been noted the specifications, which form a part of the 
contract, are composed of two parts, the general conditions, 
and the plans and drawings. Oftentimes parts of what were 
above enumerated as the intructions to bidders are included 
within the category of general conditions, and are so included 
within the contract. The general conditions clearly outline 
what t he contractor is to do in relation to the buyer, his em-
ployee, how the work is to be done, when the work is to be 
done, penalties and the like. The general conditions, in add-
ition, explain the plans and drawings. 
The American Institute of Architects has worked up 
a Standard Form of the general conditions of the contract for 
the construction of buildings. This form is in general usage 
* 20. 
** 19, p. 7. 
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throughout the construction industry and is often incorpora-
ted, in its entirety, into the specifications. It is neces-
sarily universal in its makeup and deals mostly with the con-
duct of the contractor in his various relations and situations. 
Along with the Standard Form go the general conditions dealing 
with the specific job under consideration. Such standardization 
is private industry's attempt, comparable with the previously 
mentioned attempt on the part of the federal government, to 
standardize specifications wherever possible. * 
From the specifications the seller or contractor es-
timates the price. The problem of estimating is beyond the 
scope of this paper, and will not be discussed here. Volumes 
have been written on this subject; the question remains under 
constant debate. Regardless of what method or methods are em-
ployed, somehow, in some manner, the contractor reaches a 
figure which becomes the price quotation of the bid. 
D. FILING THE BID 
The conditions incident to the filing of the sealed 
bids are enclosed within the instructions to bidders and vary 
considerably depending upon the transactions. However, there 
is an air of universality to the task. In federal government 
filing of bids, both for construction and supplies, the pro-
cedure is somewhat standardized. Unless otherwise directed, 
the bids are to be filed in triplicate. Standard forms which 
are usually included with the instructions and specifications 
are to be used, or copies thereof. Within the instructions to 
* 16 
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bidders are included the requirements as to the manner, time 
and place of filing the bids. 11 Bids, with their guaranties, 
must be securely sealed in suitable envelopes, addressed and 
marked on the outside as required by the invitation". * 
Properly addressed envelopes are usually furnished 
by the issuing agency. The outside of the envelope carries 
the name and address of the bidder, the number of the schedule 
or job, and the date of opening. All bids must be sent by 
first class mail and the postage is paid by the bidder. 
In the instructions to bidders the time for opening 
the bids is carefully stated. In government purchasing bids 
are received until the time of the opening. Until that time 
is reached, and it is the duty of the officer who opens the 
b ids to rule as to when that time has been reached, bids are 
usually kept securely locked in regulation Post Office recep-
tacles. When a bid arrives late, after the time of the open-
ing , and it is shown to the satisfaction of the officer auth-
orized to make the award that the tardy arrival was caused by 
a delay in the mails for which the bidder cannot be penalized, 
the bid will be valid until the award is made. If the bid is 
received after the time of the opening of the bids, and it 
cannot be shown that such delay was caused by the mail ser-
vice, or if the bid is received after the time of the award, 
regardless of cause, the bid is returned to the bidder un-
opened. A notation as to its late arr ival and lack of consid-
* 20 
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eration accompanies the return. When a bid is received and 
the envelope incorrectly marked, the bid may be opened for 
identification of the contents, and is then resealed under 
the direction of an official. Notification of such premature 
opening of the bid and the circumstances surrounding it is 
sent to the bidder. Unless called for, telegraphic bids will 
not be accepted. In no circumstance, where the sealed bid 
method is used, will telephonic bids be received. 
Modifications of bids already submitted will be re-
ceived by telegraph provided they are received prior to the 
hour set for the opening. Bids may be withdrawn on written or 
telegraphic request received from the bidder prior to the time 
fixed for the opening . Any neg ligence on the part of the bid-
der concerning the preparation of the bid affords him no right 
of withdrawal after the bids have been opened. When bids are 
withdrawn in proper procedure, they are returned, unopened, 
to the bidder. 
The government requires certain formality and pro-
cedure in the signing of the bid. vihere corporations are con-
cerned, the bid must be signed with the name of the corpora-
tion and its full address. The name of the corporation must 
be followed by the signature and designation of some person 
of the corporation authorized to bind it in the matter. Bids 
by partnerships must be signed with the partnership name by 
one of the members of the partnership, or by an authorized 
representative, followed by the signature and designation of 
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the person signing. Proprietorship bids must be signed by 
the usual signature of the proprietor. Any person who signs 
a bid designating himself as an agent, without disclosing his 
principal, may be held and considered to be the principal. 
When requested by the government satisfactory evidence of the 
authority of the individual signing shall be furnished. 
Where bids are not qualified by specific limitations~ 
the government reserves the right of awarding all or any of 
the items, according to its best interests. Oftentimes, where 
the government is undecided at the time of the opening of the 
bids just what material or construction may be purchased, or 
what point of delivery will be used, and such a decision may 
be affected by the price quotation, the bidder is requested 
to submit alternate bids according to the specifications. Al-
ternate bids will not be considered unless called for. Minor 
changes in the specifications are not considered alternates, 
and such minor changes in the field of supplies should be 
pointed out to awarding authorities by means of a rider at-
tached to the bid. 
Generally, the procedures concerning the filing of 
bids put forth concerning the practices of the federal gov-
ernment are followed by local governments and in private 
construction. There are slight variations. Examples of such 
variations would be the right to either mail in or deliver 
personally the bids, and the requirement of filing only a 
single copy of the bid. 
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E. SECURITY WITH BID 
It is common practice by both government and pri-
vate purchasers to require security as regards filing of bids. 
The bond obligates the bidder not to withdraw after t he open-
ing. Such a requirement safequards the interests of both the 
purchaser and the responsible vendor, since it insures the 
reliability and good faith of the bidder and is protection 
from possible loss. 
There is no common policy as to the amount of the 
bond. The Commonwealth of Massachusetts rule s, "The amount 
-----shall not be less than three percent of the value of the 
proposed work, as estimated by the awarding authority, but in 
no event less than One Hundred dollars, nor more than Fifty 
Thousand dollars". *When the instructions to bidders so spec-
ifies that no bid be accepted without security, this provision 
may be satisfied in a number of manners. At his choice, t h e 
bidder for a contract with the federa l government may meet 
this requirement by furnishing a guaranty bond executed by 
~orp0rate or individual sureties, by posting a certified check 
for the stipulated amount, or by a deposit of United States 
bonds, at par value, in accordance with regulations of the 
Treasury Department. In certain cases, when the amount of the 
contract is below a set minimum, the security requirement may 
be met only with the certified check or deposit of United 
States bonds. In other cases, where it is clearly stipulated, 
~(- General Laws, Chapter 149 as amended. Section 44B. p. 12. 
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acceptable security may be limited to certified checks only, 
or to bid bond. For bidders who conttmplate bidding upon a 
number of different purchases by one purchasing agency of the 
federal government most units offer the bidder the alternative 
of posting an annual bid bond. Such convenience to bidders is 
limited to the sale of supplies. By this method all bids sub-
mitted for opening during the fiscal year are covered by the 
annual bid bond. The annual bid bond covers only those bids 
filed in the department in which the bond is posted, so that 
a bidder contemplating sales to various federal purchasing 
departments must post several annual bid bonds, or their equiv-
alent in other forms of security. 
The Commonwealth of Massachusetts affords similar 
variety in meeting the requirement of security with bid. 
"The bid must be accompanied by cash or a certified 
check on, or a certificate of deposit issued by, a respon-
sible bank or trust company, payable to the Commonwealth of 
Massachusetts or by a bid bond prepared on the form of bid 
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bond of the Commonwealth duly executed by the bidder as prin-
cipal and having a surety thereon an approved surety company. 
All such bid deposits except those of the three lowest re-
sponsible and eligible bidders will be returned within two 
days, Sundays and holidays excluded, after the opening of pro-
posals thereof. All remaining bid deposits will be returned 
upon the execution and delivery of the contract or, if no award 
is made, then at the expiration of thirty days after the open-
ing of bids thereof, unless forfeited by failure to sign the 
contract as hereinafter provided". * 
F. SUB-CONTRACTING ** 
Many transactions enacted by means of the system 
of competitive bidding include provisions for specialized 
and limited work to be conducted and carried on by sub-con-
tractors. Such provisions are limited to the construction 
industry, for it is more feasible that each project shall be 
under one general contract where responsibility may be clearly 
fixed. As a rule, the goverrunent has no control over sub-
contract work in supplies~ Sub-contract provisions complicate 
procedure for filing bids and awarding the contracts. In the 
specifications directions concerning what work shall be done 
by subcontractors is clearly noted. For the most part deter-
mining subcontracted work is left to the discretion of the 
architect. 
The position of the sub-contractor, it will be 
noted on later inspection, is most assuredly subsidiary and 
secondary to the position of the general contractor. Nonethe-
less, direct contracts are made between the buyer and the 
sub-contractor. The procedure of filing sub-bids, while sim-
ilar in many respects to the filing of the prime bid, offer 
some interesting points of variation. 
* 19, p.l. 
** The subject of sub-contracting is continued under the 
section entitled "Awarding the Contract 11 • 
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Bids from the general contractor are the total of 
t wo parts, item One, covering the work of the general con-
tractor, and item Two, covering the work of the sub-contractor~, 
with their estimates, as directed in the instructions. Each sub-
contractor estimates the price of his specialized work from the 
s pecifications. He is t h en required to deliver to the awarding 
authority a copy of the estimate sent by him to the general 
contractors. In Massachusetts, the sub-bid must be in the 
hands of the awarding authority and the several general con-
tractors by twelve o'clock noon at least two day s before the 
date for receipt of the prime bids. * The sub-contractor files 
his price quotation only with such general contractors as he 
wishes. Should he decline from working with any prime con-
tractor, the general contractor so deprived is penalized by 
not having use of what may be the lowest sub-bid for that work. 
During the two day period between the filing of the 
sub-bids and the filing of the prime bids, the names of all 
sub-bidders who filed in proper procedure with the awarding 
authority are sent to all general contractors. Only bona-fide 
sub-bidders may be chosen for use by the general contractor. 
The general contra ctor is under no obligation to choose the 
lowest price quoted to him. If he feels that the lowest bid-
ding sub-contractor will not do satisfactory work, or does 
not work in harmony with the general contractor, he may de-
cline to use such price quotation. Of course, such action on 
* 21, General Laws, Chapter 149 as amended. p.l3. 
the part of the general contractor will jeopardize his 
chances of obtaining the contra ct since he is competing 
with other contractors who will use such lowest price. In 
Massachusetts procedure the sub-bidder follows generally 
the same procedure for filing his sub-bid with the awarding 
authority as that already propounded for the filing of prime 
bids. When sureties are required along with the sub-bids, 
they are usually in a higher percentage ratio to the amount 
of the bid than is the case in filing a prime bid. The reason 
for this is readily seen for the price quotation of the gen-
eral contractor includes the combined total 0~ the sub-bids 
plus the price for the work to be done by the general con-
tractor. No recorded sub-bids are opened by the awarding 
authority until after the selection of the general contractor. 
G. OPENING THE BIDS 
The procedure of opening the bids varies in minor 
detail among the departments of the several governments under 
consideration and in private dealing. The general routine, 
however, is similar. At the appointed hour for the opening, 
all bids pertaining to the award are gathered together. Then 
the envelopes are opened, and the contents are inspected to 
see that each meets with the several requirements as set up 
in the instructions to bidders. Such requirements, we recall, 
deal with the forms used, the signing of the bid and proper 
and sufficient security. 
Bids which meet with the requirements are considered 
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formal and the price quotations are then read aloud and 
recorded. There is no set manner as to the order in which 
the bids are read and recorded, but alphabetical order is 
often relied upon. In government purchasing, the bids are 
usually open for inspection, as is the record book, directly 
after completion of the reading and recording. 
The next procedure is to determine 11 bonafide 11 bid-
ders where government purchasing is in consideration. The 
bonafide bidder in federal government contracting is one 
who meets the requirements of "regular dealer" and "respon-
sible bidder". A regular dealer is interpreted as one who 
is regularly engaged in the business of buying articles and 
selling them to the general public and not merely to a gov-
ernment department. * A responsible bidder is a bonafide 
merchant or contractor with sufficient experience, facili-
ties, and stock, or the control of a dependable source of 
supply, to assure the federal government of compliance with 
the terms of the contract. In Commonwealth of Massachusetts 
contracts, a responsible bidder is one "possessing the skill, 
ability and integrity necessary to the faithful performance 
of the work".** The term responsible bidder is interpreted 
almost at the discretion of the purchasing official. In fed-
eral government contracts, there is no authority to debar 
any bidder. However, the purchasing agencies have oftentimes 
issued regulations and instructions on the subject of qual-
ification of bidders based on a record of past performance, 
*United States of America, "Revised Statl:l:tes 11 , section 3722 
* 21 General Laws, Chapter 149, as amended, p. 12. 
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facilities and experience, which are deemed necessary to 
protect the interests of the federal government. Some de-
partments are at liberty to reject the bid of any person or 
firm which has defaulted in a previous contract and at times 
these departments have even gone to the trouble of compiling 
a list of such debarred bidders. Also included on the lists 
of debarred bidders are those who have been declared guilty 
of fraud, or have attempted fraud against the federal govern-
ment. 
Extensions of prices are examined and where errors 
are found, the unit prices govern. The bids are then ready 
for award. 
H. AWARDING THE CONTRACT 
The contract is awarded to the lowest responsible 
bidder who complies with the instructions concerning the 
making of the contract. In som~ cases, the awarding author-
ity can make this decision easily, when it is readily seen 
who is the lowest bidder, and the bids are simple and straigat-
forward in nature. However, often there are complications 
t 
which slow down the process of awarding the contract. In the 
first place, when bids concerning the purchase of supplies 
by government includes samples, and/or riders, a skilled 
staff of technicians must inspect and test these attachments. 
Secondly, the bid may have included alternate bids, in which 
case the purchaser must make a decision weighing carefully 
the many factors which will influence his decision. Finally, 
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if the bid concerns supplies, and is composed of a variety 
of divisible units, the awarding authority must go to the 
trouble of comparing prices, item against item, or class of 
items against class of items, so that the bids may be award-
ed by units. 
Finally a decision is reached and the award is 
made. This award takes several forms. The most important is 
the formal contract or written agreement, which is used uni-
versally throughout the construction industry and often in 
supplies procurement. Oftentimes, in federal government pur-
chasing of supplies, two other forms are used in addition to 
the formal contract. The first is a notice of award, used by 
larger purchasing agencies, which merely notifies the bidder 
of the government's acceptance of the bid. The two documents, 
the bid and the notice of award, together constitute an en-
forceable agreement. Sometimes statutes require that a for-
mal contract under seal be made in addition to the notice of 
the former agreement. The second form is the purchase order, 
which, taken together with the bid, becomes an enforceable 
agreement. 
As a general rule, the awarding authority makes 
no effort toward notifying unsuccessful or rejected bidders 
of the rejection of their bids. 
In the awarding of bids to sub-contractors such 
award is subsidiary to and dependent upon the award to the 
general contractor. The general contractor's bid price, we 
recall, was composed of two parts, one part including the 
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bid for the work of the general contractor, and the second 
part composed of the total of the several stipulated sub-
bids, each individually listed. Any sub-bidder has the right 
to decline the use of his bid to any one or several of the 
general contractors, if he so desires, by listing such in-
tention to withhold the bid f~om certain general contractors 
on the bid he files with the awarding authority. The general 
contractor who was awarded the bid is the lowest responsible 
bidder. His bid most likely, but may necessarily not, in-
cludes the bids of the lowest sub-bidders. Should the awarded 
contractor's bid contain one or more bids of sub-contractors 
which were not the lowest responsible bid as determined by 
the awarding authority, negotiations are carried on between 
the purchaser and/or his agent with the general contractor 
to attempt to get him to make use of, and to substitute, the 
lowest sub-bidder for the one included within the general 
contractor's bid. The prerogative, however, still lies with 
the general contractor, who may feel that he does not wish 
to work with the lowest sub-bidder for several possible 
reasons. Should it be agreeable to substitute a sub-bidder, 
the net change in the general contractor's bid will b~·· e~ual 
to the difference between the two sub-bids. 
Should it be decided to substitute a higher sub-
bidder for one included by the awarded general bidder, all 
general bids will again be examined to see whether the gen-
eral bidder remains the lowest responsible bidder. 
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According to the Commonwealth of Massachusetts' 
procedure, "If a sub-contractor who has been selected and 
included in the general contract fails to sign the sub-
contract within ten days after notice of selection, or fails 
to furnish a performance bond to the general contractor with-
in ten days after notice of selection if required so to do by 
the general contractor or the awarding authority, by an instru-
ment in writing mailed or delivered to such sub-contractor w~th, 
or within five days after, such notice of selection, the award-
ing authority, architect and engineer, or any one or more of 
them, and the general contractor shall select from the sub-
bidders who have conformed to the bidding procedure, the next 
lowest bidder at the amount named in such sub-bid, and the 
total contract price shall be revised in accordance with the 
change of figures as submitted". * 
I. SPECIAL SITUATIONS CONCERNING AWARDING THE CONTRACT 
Any mistakes in bidding are at the responsibility 
of the bidder. Errors which in no substantial way affect or 
alter the intention of the bidder may be rectified by the 
purchasing official of the federal government. Obvious cler-
ical errors are included in this category. A manifest error 
committed by the bidder may or may not be afforded relief, 
depending upon the facts of the individual case, and the 
interpretation and liberality of the courts. In certain in-
stances the contract may be rescinded and the bid withdrawn, 
·:t- 19, p.s. 
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or some relief may be afforded on the grounds of quantum 
meruit, i.e., unjust enrichment. 'I'he government is often-
times liberal when they become aware of manifest errors in 
the bid. Such viewpoint is expressed in the following quot-
ation, " When the amount bid is so disproportionate as to put 
the purchasing officer on notice that manifest error has been 
made, and the enforcement of the bid would be unconscionable, 
the purchasing officer should release bidder, and make award 
to the next lowest bidder". * 
A bidder may withdraw his bid at any time until the 
opening of the bids. The general rule is that proposals which 
have been submitted in response to an advertisement for bids 
may not be withdrawn after they have been opened, even before 
the award is made, and that the bidder is bound to accept the 
award. In the event the bidder refuses to perform, the pur-
chaser may have someone else perform and the difference in 
price is charged to the defaulting bidder. 
The prospective purchaser, whether it be a govern-
ment agency or a private party, is under no obligation to 
buy. There are several reasons which prompt such action. In 
the first place it may seem as though the price of the low-
est responsible bidder is out of line with a fair price 
based on some factual knowledge of what the price should be. 
Such a situation under the system of competitive bidding 
~} 9, p.ll6 
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could arise in one of two ways: there could be an insuf-
ficiency in the number of bidders, or some form of collu-
sion, either direct or indirect, could be detected to have 
influenced the bids. Oftentimes, because the system of com-
petitive bidding is inherently a slow process, it is poss-
ible that changing economic conditions have in some manner 
affected the decision to buy. This alteration of intent on 
the part of the purchaser may be of two kinds, complete, 
whereby intentions concerning the purchase of supplies or 
construction will be completely abandoned, or partial, whereby 
a purchase is still contemplated, but there has been a change 
in quantity desired or size of the project, or quality de-
manded--in some way a revision of specifications. Most every 
purchaser, in the instructions to bidders, clearly states 
that the right is reserved to reject all bidders. 
Government standards regarding the rejection of 
all bidders are probably higher than those of private part-
ies. The policy of the Massachusetts Public Building Commis-
sion on the question of rejecting bids is: "The right is 
reserved to reject any and all proposals. Any unit price 
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bid that contains a unit price which is unduly high or low 
may be rejected as unbalanced. If a contract for the work 
is awarded, it will be awarded to the lowest responsible 
and eligible bidder determined in accordance with the pro-
visions of General Laws. (Ter. Ed.) Chapter 149 as amended 
by Chapter 480, Acts of 1939, and Chapter 699, Acts of 1941 11 • * 
*19, p.5. 
In some instances, the bidder receiving the award 
may have a possible route to escape performance. Oftentimes, 
especially in government purchasing, there is a limit on the 
time which may elapse between the awarding of the contract 
and the signing of the contract, should a formal document be 
required. If the agreement be of some other form, as an order 
or notice of award, this section is not applicable. The award-
ed bidder must sign the contract and/or post the bond, if a 
performance bond be included within the instructions, within 
the specified time designated. Should he fail to do so, the 
awarding authority has the privileges of relief in either: 
(1) confiscating the bid bond, or other security tendered 
with the bid, and awarding the contract to another bidder, 
or (2) requiring the bidder to perform or suffer suit for 
damages. The Standard Form of the Commonwealth of Massachu-
setts reads as follows on this point: 11 The contract must be 
signed and the bond furnished within ten days after the date 
of the notification by the said Department, or its Agent, 
Architect or Engineer, of the award of the contract; and in 
case of the failure of the bidder, after such notification, 
to sign the contract and furnish the bond within the said 
time, the Department may at its option determine that the 
bidder has abandoned the contract and thereupon the proposal 
and acceptance shall be null and void, the Department shall 
be at liberty to make other contracts with other parties for 
the work as it sees fit, and the deposit accompanying the 
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proposal shall become the property of the Commonwealth, and 
shall be retained by it as liquidated damages and in consid-
eration and full compensation for all loss, damage and delay 
caused to the Cownonwealth by the failure of the bidder to 
sign the contract and execute the bond within the time afore-
said, provided that, in case of death, disability or other 
.unforseen circumstances affecting the bidder, such cash, cer-
tified check, certificate of deposit or bid bond may be re-
turned to him". * 
J. PERFOR~mNCE SECURITY 
It is co~mon practice in purchasing by governments 
and throughout the construction industry to require the award-
ed bidder, at the time of the signing of the formal contract, 
or in lieu of such procedure, within a short span of time after 
such agreement is made, to post a performance bond to indemnify 
the purchaser against any default on the part of the contrac-
tor. Such default is interpreted in a variety of manners. It 
includes that the contractor will perform to the satisfaction 
of the contract the conditions, terms, and specifications; 
that in construction work purchmsed by the governments the 
contractor will make prompt payment for all materials and 
labor used in the execution of the contract. In the very 
small contract, especially concerning the purchase of supplies 
for sums under $1000.00 by the agencies of government, the 
* 19, p.2. 
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statutary requirements of performance security are waived. 
The conditions of security of performance can gen-
erally be met in about the same manner as bid security-i.e., 
with a surety bond, for the full amount of the contract. In 
some instances cash or certified check will be accepted. The 
commonwealth of Massachusetts requires a bond. In the federal 
government purchase of supplies, contractors who expect to be 
regularly executing contracts with any one agency of the gov-
ernment, may, if that purchasing department so authorizes, 
file an Annual Performance Bond with the department. The a-
mount of the Annual Performance Bond is left at the discre-
tion of the contractor but the amount of contract work re-
gistered against it cannot exceed the amount of the bond. The 
bidder, if the Annual Performance Bond is insufficient, will 
be required to post additional bonds to satisfy the demands 
of the purchasing department. 
An authorized surety company is acceptable for the 
posting of the bid bonds and performance bonds. The federal 
government, however, is strict concerning the requirements 
of j,.ndividual guarantors and sureties. Montieth and Burack 
say, 11 Individual guarant·ors or sureties must make the af-
faa~vit appearing on the bond as to their sufficiency and 
furnish the certificate of a judge or clerk of a court of 
record, a United States district attorney or commissioner, 
or the president or cashier of a bank or trust company. 
Individual sureties must justify in sums aggregating not 
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less than double the penalty of the bond •••••• A firm as such, 
will not be accepted as a guarantor or surety, nor a partner 
for co-partners or for a firm of which he is a member. Stock-
holders of a corporation may be accepted as guarantors or 
sureties provided their qualifications as such are not de-
pendent upon their stock holdings therein ••• '1 • o~;-
The amount of the performance bond required con-
cerning a specific contract will be specified in the instruc-
tions to bidders. The amount may be as high as the full amount 
of the contract. "Usually", says Huntington, 11 a bond equal to 
forty or fifty percent of the amount of the contract is con-
sidered as giving satisfactory protection". ** The federal 
government tends to be more lenient in the amount of the per-
formance bond required. To illustrate, the Navy schedule of 
performance bond requirements follows. This schedule depends 
upon the amount of the contract and upon whether or not ad-
vance or progress payments are to be made on the contract. 
A progress payment is a partial payment on the material while 
the work is in progress and before the material passes into 
the government's possession. An advance payment is an advance 
of up to thirty percent of the contract ,' s price made to the 
contractor even before the work commences. The Navy schedule 
of performance bond requirements follows: 
* 9, p, 124, 125. 
i:-* 1, p, 518 
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(a) When no advance or progress payments are to be made; 
contract over $500 up to and including $ 50,000, 25% 
of the amount of the contract, but not more than $10,000. 
Contract over $50,000 up to and including $100,000, 20% 
of the amount of the contract, but not more than $15,000. 
Contract over $100,000 up to and including $200,000, 15% 
of the amount of the contract, but not more than $20,000. 
Contract over $200,000 up to and including $1,000,000, 
5% of the amount of the contract, but not more than $50,000. 
contracts over $1,000,000-5% of the runount of the con-
tract but not more than $1,000,000. 
(b) When progress payments are to be made, but no advance 
payments; The bond shall be in an amount calculated in ac-
cordance with (a) above, plus the following: 
Contracts up to and including $1,000,000, 15% of the 
amount of the contract but not more than $50,000. 
contracts over $1,000,000, 5% of the amount of the con-
tract but not more than $1,500,000. 
(c) Where advance payments are made, the basic bond amount 
plus the addition required for progress payments is to be 
increased by the amount of the advance payment. * 
Payment bonds insure that payment will be made by 
the contractor to all persons supplying labor and material 
in the prosecution of the work provided for in the contract. 
Such bonds are an additional form of performance bond, and 
* 2, p, 12595. 
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are usually required in addition to the performance bond if 
they are required at all. Payment bonds are required in con-
nection with all federal government contracts exceeding $2,000 
in amount for the construction, alteration, or repair of any 
public building or public work of the United States. * 
K. STANDARDIZATION IN COMPETITIVE BIDDING PROCEDURES 
In the introduction to this chapter it was pointed 
out that although procedures dealing with the system of com-
petitive bidding had basic similarities there was a consider-
able amount of minor variation. Variation is essentially 
wasteful and inefficient, and it is to the interests of the 
vendor, purchaser and the general public to institute such 
economies through standardization which are deemed practical. 
In the system of competitive bidding it is to the advantage 
of the buyer to enlist enthusiasm and co-operation from as 
many reliable and serious sellers as possible. By stimulating 
competition in the filing of bids, the buyer may conceivably 
achieve a lower price, while at the same time enjoy the added 
insurances of freedom from collusion and sufficiency of bid-
ders. Also, the buyer and/or his agent save considerable time 
in working out the minor details entailed in an award. From 
the standpoint of the seller, standardization affords a clear 
comprehension of what is wanted and how that want is to be 
satisfied. It also affords considerable saving of time and 
* 22. 
47 
effort on the part of the seller in familiarizing himself 
with many varied procedures. Society, of course, benefits 
in the long run from any economies within commercial trans-
actions either directly or indirectly through lower prices. 
The federal government has done considerable work 
in the area of standardization in contract-letting. In the 
section dealing with specifications, such attempts along 
that line were enumerated. But the government has also done 
much in standardizing purchase forms, and has been success-
ful in eliminating misunderstandings in the execution of 
b ids with contractors. Wherever feasible the government dir-
ects the purchasing agencies to make use of standard forms. 
For your inspection, specimen copies of many of the standard 
forms are to be found in the appendix. 
The commonwealth of Massachusetts has made similar 
progress in standardization. In transactions for construction 
and public works undertaken by the Commonwealth under the 
jurisdiction of the Massachusetts Public Building Commission, 
regardless of which department of the Commonwealth is pur-
chaser, the Special Form of Construction Contract is used. 
This form, a thirty page booklet, includes the instructions 
to bidders, general conditions, bid and security forms, and 
the general contract. 
The American Institute of Architects has done con-
siderable work in standardization, especially in reference 
to private purchasers. The approval of American Institute of 
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Architects forms by such contruction trade associations as 
the Associated General Contractors of America; The Contract-
ing Plasterers' International Association; The Heating, 
Piping and Air Conditioning Contractors National Association; 
The National Building Granite Quarries Association, Inc.; The 
Painting and Decorating Contractors of America; and The Pro-
ducers Council, Inc. illustrates the need for, and the wide-
spread acceptability of standardization with regard to the 
procedures of competitive bidding. 
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SECTION III: ECONOMIC CONSIDERATIONS OF COMPETITIVE BIDDING 
There has been a good deal of effort exerted by the 
leaders in the field of marketing to evolve some sort of theory 
in marketing. And since the problems of pricing comprise a 
significant portion of the field of marketing, some effort has 
been exerted in this direction. In attempting theory in pric-
ing, marketing men delved into economic theory with the hope 
that here would lie a start and a significant contribution. 
But their hopes were not realized. The theory of the firm was 
deficient in many ways. (l) It based on a foundation that the 
producer sold directly to the consumer, and so has neglected 
the whole scope of middleman pricing, including the large 
field of retail pricing. (2) It tends to eliminate real firms 
with their real problems in its attempt to reduce the analysis 
to the simple issue of price determination. Especially min-
imized are psychological and sociological factors which often-
times are significant determinants. (3) In addition, orthodox 
value theory emphasizes the importance of pure competition in 
the economy--setting up the strained marketing relationship 
of many buyers being supplied by many producers, assuming the 
products identical. With the growth in the system of branding 
which in effect makes products dissimilar, at least in the 
minds of the consumers, and with the increases brought about 
by a sophisticated mass production, tempered by conditions 
leaning toward monopoly and oligoply, theory of the firm under 
pure competition has lost a good deal of significance. (4) 
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Finally, as Oswald Knauth i} writes, the economy in recent 
years has shifted from one of scarcity to one of plenty(refer-
ring, of course, to the elusive "normal" times), the balance 
of economic forces changing rapidly. Demand has ceased to dom-
inate, and the problem of distributing the articles poured 
forth by mass production took the center of the stage. Mr. 
Knauth's concept of the shift in the balance of forces has 
explained the reasons for the comparatively recent growth in 
the twins of advertising and sales promotion. The seller, 
being in a weak position, is under heavy pressure to sell the 
articles turned out on the assembly line. The buyer has no 
such immediate necessity. He can refrain from buying, can bide 
his time, or can pick and choose from among the many products 
offered. 
Even the economist has realized the weaknesses with-
in orthodox Marshallian economics. In recent years hope of 
bridg ing the gap between economic theory and marketing theory 
has risen amongst the leaders of the two interests. The econ-
omist has worked out the more formal approach to the problem; 
it has been, and is the job of the marketing men to work out 
specific applications. 
The sale of supplies to governments lies in the area 
of monopolistic competition. It is difficult to place the con-
struction industry in the broad classifications of the e cono-
mist. Such an attempt is beyond the scope of this paper. We 
i l- 10, p. 151 
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are concerned only with aiding in the development of theory 
in marketing. Its relationship to economic theory is of 
secondary nature. 
The system of competitive bidding influences price. 
How, and to what degree it does so will be examined in this 
chapter. Because the system is closely related to peculiar-
ities of the industry, especial attention will be focused upon 
the economics of the construction industry. 
A. THE NATURE OF THE TRANSACTIONS UNDER COMPETITIVE BIDDING 
There are certai.n types of transactions where, gen-
erally speaking, the use of competitive bidding may be found. 
From an inspection and examination of contracts of construc-
tion and supplies, the nature of the transaction completed 
under the system of competitive bidding may b e defined. Wnat 
kinds of transactions are most suited to be handled through 
competitive bidding, plus valuable information on why they 
are most suited to this system may be gained from this in-
spection. 
Comparatively speaking competitive bidding is used 
in larg e sales. There is considerable cost exerted by both the 
buyer and the seller in using the system. The buyer must go to 
the trouble of working out the specifications of what is to be 
purchased while the prospective seller must calculate with 
great accuracy and care the quotation to be submitted. Such 
cost varies less than proportionately with the size of the 
quotation. Whereas the cost would make the system prohibitive 
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for use in a small undertaking, its cost in relationship to 
larger projects is negligible. Most of the procurement of-
fices of the United States Government have definite limits 
established, below which they are authorized to purchase with-
out use of the competitive bid. Such limits range from $1000 
to $2000. Similar policies are followed by state and local 
government procurement agencies. Private individuals, of 
course, have free choice in determining by what system con-
struction work is to be priced. Contractors oftentimes obtain 
work from private interests in the category of the small job 
without having made use of the system of competitive bidding. 
Competitive bidding is used where there is a con-
cept of the singularity of the job. This concept may be dif-
ficult to grasp. In comraon commercial practice re-orders 
within a short span of time are not an unusual practice and 
are usually expected and considered in planning production. 
Although each order is itself single and independent the re-
lationship between the several orders affords a semblance of 
continuity. Also, with our economy based on mass production 
methods, goods essentially the same are constantly rolling 
off the production lines. This, too, affords an appearance of 
continuity. In transactions with the government this inter-
dependence between orders and between productivity may be 
destroyed. In the purchase of supplies the government may buy 
goods which are not commonly produced for the general consumer 
or industrial market. Here the producer has no chance to gain 
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an element of continuity by filling in private orders be-
tween government purchases. To aggravate the situation the 
government may either buy at one time all of a supply that 
will be needed for some time into the future, or, even if the 
goverrunent does re-order, such re-orders are done through com-
petitive bidding most generally and competitors of the awarded 
contractor, armed with information of the previous price, will 
attempt to gain the award by beating that price. The original 
contractor most likely will not get the re-order award. 
Why does the government buy far into the future? To 
eliminate the wastefulness involved in repeating a series of 
similar orders, and to gain the economies of large-scale buy-
ing. When the good or supply is not generally produced for 
the consumer or industrial market an attempt will be made to 
care for all foreseeable need under one contract. Other goods, 
which may be in common usage throughout private enterprise, 
whose quantities required are fairly easily determinable, 
whose natures are such that it is expected that they will not 
be needed again in the near future, and which are non-perish-
able, are commonly purchased under a single contract. varia-
tions as to installment delivery dates are in a common prac-
tice. Other goods which are either perishable in nature, or 
the supply needed indeterminable, or where there is a shortage 
in storage space or lack of desire to tie up quantities of 
money, are quite often purchased under what is known as an 
indefinite quantity purchase. This contract is also made 
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through the system of competitive bidding, but is indefinite 
in nature. Its ·· advantage to the buyer is that it saves him 
the trouble of making a number of separate purchases, elim-
inating repetition of similar sales. This places the vendor 
in the predicament of having to estimate, for the most part, 
just what the amount of the purchases will be. Because of 
this risk element the cost of purchase under the "running" 
contract must necessarily be somewhat higher than under a 
definite contract. 
In construction work, whether the work be purchased 
by governments or by private parties, the job is a unity by 
itself in that the construction is tailor-made. There is only 
one to be in existence, and the contract for the most part 
covers the entire job completely. Contracts often have a 
clause for changes from the original specifications after the 
contract is made, but these tend to be minor in nature and do 
not destroy the concept of singularity. The subject of minor 
changes in the contract will be handled more thoroughly in 
the final section of this paper. 
This leads us to a discussion of a third character-
istic of the transaction where competitive bidding is used, 
the concept of labor, services and materials. To understand 
this concept it is necessary that we make explorations into 
the laws of the states. 
The laws of the states are interpreted upon whether 
the contract under consideration concerns goods already pro-
ee 
duced and in existence, or whether the contract is one for 
work, labor and materials to produce something not yet in 
existence. To illustrate, most of the states have adopted 
the Statute of Frauds, which provides that a contract must 
meet with the requirements of partial execution or memoran-
dum stating the terms of the agreement if the contract is 
above a certain fixed sum. This sum varies in the several 
states, but five hundred dollars is the common figure and 
the sum quoted in Massachusetts law. Tne Massachusetts 
Statute of ;Frauds reads, 11 If the goods are to be manufac-
tured by the seller especially for the buyer, and are not 
suitable for sale to others in the ordinary course of the 
seller 1 s business, this section shall not aJ:Jply 11 • ;t- Justice 
Dwight, -~:-·::- states the Massachusetts law, 11 If the goods are 
to be manufactured especially for the purchaser, and upon 
his special order, and not for the general market, the case 
is not within the statute (of Frauds)". *** 
competitive bids are used where the transaction 
is one for materials, labor and services. This is clearly 
seen in regards to construction work. The concept is more 
difficult to grasp in relation to supplies. Partly this is 
the fault of semantics, where business gives a general mean-
ing to the term 11 goods 11 and the courts give the term a spec-
ific connotation. Under most contracts made with the govern-
*The commonwealth of Massachusetts, "General Lawa 11 , Chapter 
106, Paragraph 6. 
** Cooke U. Millard, 65 New York 352. 
*** Writer's insertion. 
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ment, which call for larger quantities than most business-
men would deem prudent to carry in inventory, supplies, un-
produced, come under the definition of contracts for materials, 
labor and services. 
From the above it follows to a fourth characteristic 
of a transaction where competitive bidding is employed. Per-
haps for the sake of coherence it would be correct to place 
this fourth characteristic as a corollary to the third. The 
point to be made is that, most generally unde_r competitive 
bidding, marketing precedes production. This reverses the gen-
eral business trend of production to build inventory, with 
sales from this inventory. Previously it was mentioned that 
during 11 normal 11 times the economy has shifted to an economy 
of plenty, with the great burden on the seller to move the 
products from his warehouse. Where competitive bidding is 
used, however, the emphasis is still on the supply side of 
the fulcrum, to distinquish it from emphasis on demand in 
an economy of plenty. 
The commerce of the country is based on wants of 
the people. What these wants may be, how great they may be, 
what their relationships are to the many other wants of the 
people, and what benefits are to be achieved through the 
satisfaction of these wants are unmeasurable. No way has yet 
been found, although much work has been done along t~is line, 
to accurately define wants. It is for each individual to de-
termine these things for himself and so is subjective in 
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nature. But who can determine them? and who can define them? 
A person cannot even define his own wants. But the sum total 
of individual wants is what the marketing man is always 
striving for, so that he may pass this knowledge back to the 
manufacturer with great benefits accruing _to the economic 
structure. 
The purchaser is constantly in confusion, trying 
to define his wants, to bring them into some kind of order 
of importance, to find out what products are available to 
satisfy those wants. A partial effect of advertising is to 
educate the consumer as to what kinds of goods are available, 
and what the difference are between them. Vlhen a consumer 
shops, or a buyer investigates the market, he is oftentimes 
trying to find out what is around. In other words, there is 
a process of education to what is available. 
But where in general commercial dealings the seller 
shows the buyer what is available, in the transactions where 
competitive bidding is employed, the situation is reversed. 
The buyer tells the vendor what he wants. And there is 
nothing nebulous in the way he defines what he wants. It is 
not a generalization but rather a very exact expression and 
definition of what is wanted. In the specifications passed 
out upon which to base the bid, the buyer clearly expresses, 
to the most minute details, just what is wanted. In compet-
itive bidding the buyer rules in a most dominant manner. 
Finally, it must be noted, the transaction where 
competitive bidding is used is characterized by direct selling. 
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All too often the phrase "direct selling" is sloughed over 
without proper attention. The only true direct selling, 
theoretically, would be from the extractives, namely the 
farms and the mines to the consumer. Such a situation is 
now a rarity. Raw materials go through a series of stages, 
through many processes of form change and through many pre-
servatives and transportation stages before reaching the 
hands of the consumer. Our economy is characterized by multi-
handling. In general business usage, however, the term direct 
selling has come to mean selling from the last processor to 
the ultimate consumer or his agent. 
For the most part the transaction under competitive 
bidding is characterized by direct selling, i.e. from the 
final processor to the purchaser. Due to the magnitude of the 
transaction and because the transaction is to order most gen-
erally, the benefits derived from the functions performed by 
middlemen are eliminated. It is of interest to note that in 
general marketing procedure toward private purchasers, when 
selected distribution is employed, the exclusive agency a-
greement usually has a clause allowing the manufacturer to 
circumvent the agency in certain types of situations. James 
D. Scott * in writing on selected distribution says, "In 
granting exclusive agencies, large manufacturers usually 
reserve the right to sell directly to special customers, 
such as the United States Government, states and county and 
* 17, p.4. 
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municipal bodies. Likewise some companies reserve certain 
classes of trade as house accounts, such as manufacturers 
purchasing for use in their own business and not for resale". 
The point made about the characteristic of direct 
sale was not made to imply that purchasing from merchants is 
a rarity under competitive bidding. It most certainly is done. 
If the nature of the transaction is such that a merchant is 
the most logical vendor, the governments have no qualms about 
buying from him. Even if the nature of the transaction is 
such that it more logically should be made directly with the 
final processor, the governments are quite willing to accept 
the bid of any bonafide merchant. Of course, he most probably 
will be in a weak competitive position. The only rule set out 
by the federal government applicable to dealing with merchants 
is that he shall be a regular dealer. 11 A regular dealer is in-
terpreted as a bonafide merchant, with sufficient experience, 
facilities and stock (or the control of a depencable source 
of supply thereof) to assure the Government of compliance with 
the terms of the contract". * 
In the case of construction work, the contract is 
between the contractor and the buyer. However, there is a 
slight concept of indirect selling within the area of con-
struction. According to the Commonwealth of Massachusetts 
system in awarding construction contracts, the prime bid, or 
that of the general contractor, is first accepted. If the 
-t:- 9, p.l7. 
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specifications include work where the use of a sub-contractor 
to handle specialized parts of the construction is included, 
the sub-contractors, who have similarly submitted bids, are 
awarded contracts--but it must be stressed that this takes 
place only after the general contractor has been accepted. The 
position of the sub-bidder is subsidiary to that of the prime 
contractor. Here, in a way, is a peculiar semi-direct relation-
ship between the sub-contractor and the buyer. * 
In summary, six characteristics defining the nature 
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of a transaction using competitive bidding have been enumerated. 
These six were; 
1 The comparative magnitude of the sale 
2 The concept of the singularity of the job 
3 The contract for labor, work and materials 
4 Marketing preceding production 
5 The buyer takes the initiative in defining wants 
6 The selling is direct from the final processor to the 
consumer or his agent. 
None of the above characteristics is a certainty. 
In any transaction through competitive bidding, one or more 
of the generalizations need not be true. But taken together, 
as a group, they serve well to illustrate with a high degree 
of validity the nature of the transaction where competitive 
bidding is employed. 
* 19. 
B. THEORY OF THE CONSTRUCTION FIRM 
The construction company does not sell a product, 
rather it markets a service. It will buy the necessary mat-
erials to be used in the proposed work, will engage the labor 
force necessary to put these materials together, will obtain 
the use of the heavy equipment required to do the job, and 
will supervise the entire operation. For this service it 
charges a price. 
Because the construction company builds to order, 
and also because the job represents a comparatively large ex-
penditure, the construction company deals directly with the 
purchaser. Even when sub-contractors are involved, there is 
an element of direct dealing, tempered, however, with an ele-
ment of obligation to the prime contractor. 
In general it may be said that a construction firm 
operates in a situation of comparatively low fixed costs. The 
construction . firm has no plant to operate, although usually 
it maintains an office and storage facilities for equipment 
and materials. Occupancy expenses, therefore, would necessarily 
be lower than for a comparable sized manufacturing firm. The 
inventory of materials carried by the construction firm is 
small and usually only for emergency requirements. Most buy-
ing is done for the needs of each job. The investment in equip-
ment is comparatively little. Some kinds of construction firms 
require little equipment. Others, which require a considerable 
layout for equipment, have low obsolescence and depreciation 
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rates. Technological improvements in construction equipment 
proceeds at a slow pace, and depreciation of such heavy and 
durable equipment may be said to be, for our purpose, a var-
iable cost. The labor force, except on the clerical and ex-
ecutive level, is an extremely mobile force which shifts 
from one firm to another, each member of which performs his 
specialized skill as that work arises. A bricklayer will work 
for one firm, then another; so with the carpenter, the mason, 
the roofer, the sheet-metal worker, and so forth. These are 
the conditions of employment prevailing throughout the indus-
try. The workers are used to it, expect and receive extra 
reimbursement for what may be regarded as an objectionable 
condition of employment. The peculiarities of the industry 
demand such a method of operation. So it may be seen that the 
labor force, which may be described as having a high degree 
of mobility, is, for the most part, a cost element of the var-
iable cost. 
The construction firm must accurately calculate 
costs. This is to distinguish the construction industry from 
operation where conditions of pure competition and firms man-
ufacturing under conditions of monopolistic competition. In 
the former, the forces of supply and demand are the sole de-
terminants of price. In the latter, output is determined by 
the level at which the marginal cost and marginal revenue 
are equal, and price is set where this output can be sold. 
Under monopolistic competition, price is influenced both by 
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costs and the forces of supply and demand. The forces of 
supply and demand, although of significance in determining 
price in the construction industry, do not hold the propor-
tional influence in the industry that they do in the case of 
the manufacturing firm operating under the monopolistic com-
petition. 
What can be said of the factor of demand in the 
contruction industry? Demand for construction may be said, 
generally, to be derived and limited. It is derived in this 
manner. Commercial building, for production, ultimately~ is 
dependent upon consumer demand. Plant construction represents 
capital investment which reflects the investor's feeling of 
the general trend in business. Government construction and 
dwelling home building is limited in that it reflects an el-
ement of necessity. The need determines the extent although 
parenthetically it may be said that an element of judgement 
defines need. So, we conclude by saying that the demand for 
construction leans toward a high degree of inelasticity. A 
lowering of price will not significantly alter demand for 
construction. 
The supply factor of the construction industry is 
extremely flexible. Building is not undertaken until the 
demand is present, that is, until the construction has al-
ready been marketed. There is no pressure to stimulate 
demand, if this could be done, for the construction firm 
does not operate from inventory. Also, the construction firm, 
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operating under a condition of low fixed costs, may easily 
restrain from operation. No pressure is afforded the market-
ing of construction, for the supply factor is extremely 
flexible. 
If we can say that in relation to firms in the man-
ufacturing fields, the forces of supply and demand play a less 
significant role in the construction industry, then it follows 
logically that the element of costs plays a more significant 
role in determining price. That is the reason that the costs 
of a construction firm must be more accurately calculated. Let 
us examine how one firm would react in certain cost relation-
ships. 
It has already been stated that variable, or escap-
able costs are the significant costs in the construction in-
dustry. This characterizes the construction industry as the 
opposite of, for example, the railroad industry, where fixed 
costs are of great importance. It is a generally held econ-
omic principle, and validly so even though certain psycholo-
gical and sociological forces are at play to reduce or temper 
this principle, that in the long run a business firm, any 
firm, cannot operate unless all costs, both fixed and vari-
able are met. How long a business firm may run at less than 
a total cost depends on many factors. It may be only for a 
short time, it may be for much longer. In a heavy fixed cost 
industry a business will operate longer at less than total 
cost, but at least covering variable cost, than in an industry 
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where fixed costs are low. Where fixed costs are low, busi-
nessmen are more quick to see the hand-writing on the wall, 
a nd to withdraw. Their capital investment is not so great 
that it has to be protected for a grea t length of time. So, 
we may say, in construction a firm may operate at variable 
cost, or higher, but less than total cost, for a short time, 
but most probably will cease operation if it cannot get back 
to prices covering total cost. 
• It has already been pointed out that variable cost 
comprises nearly the total cost. Fixed costs are a very small 
proportion. Since variable cost approaches total cost, a pe-
culiar situation exists. When a construction firm prices 
under competitive bidding, it is supposed to estimate all 
costs, fixed and variable. Included within these costs, of 
course, is a fair amount of profit. This is the price which 
is supposed to be submitted under the sealed bid. Theoreti-
cally, this is the lowest bid a firm can make. Any contractor 
may submit a higher bid, by adding on an excess profit should 
he desire. But the lowest bid is the bid to cover total cost. 
The theory of the system of competitive bidding is based on 
the assumption that price differential will reflect differing 
degrees of operating efficiency within those firms submitting 
bids. Some firms, by more skillful handling of the operation, 
and by more skill in buying, would have a lower total cost 
than others. Theoretically, the contract is to be awarded to 
the lowest responsible bidder, and should he bid according to 
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the plan, the contract is awarded to the firm with the lowest 
total costs. 
·There are certain complications, however, and the 
practice is not always so simple. One great complication lay 
in the estimating of costs. There are several methods of 
doing this; what they are lies beyond the scope of this paper. 
But since there are different methods, with different weights 
placed upon the various elements which go to make up total 
cost, the estimates, even should the costs be identical, would 
necessarily vary. Secondly, some contractors are willing to 
submit prices which would, even to their knowledge, cover only 
variable cost, and not cover fixed cost entirely. That is, 
some firms would knowingly bid a price below total cost. Why 
do they do this? An explanation may be found in two areas • . In 
the first place, there is a hope that total costs will even-
tually be covered. This can come about by a 11 break 11 , that is, 
the job being done at less than conservatively estimated 
costs by some external factor working to the advantage of the 
contra ctor. One such important external factor in the con-
struction industry is the weather. The amount of construction 
work dependent upon the weather is large. All outside con-
struction depends upon weather favorable to working. Contrac-
tors know from past experience that the weather can be cal-
culated in a certain manner. However, with good weather, the 
costs diminish, and the contractor, although submitting a 
price lower than estimated total cost, achieves total cost 
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by an uncalculatable element of luck. Our reaction to such 
gambling is the same that it would be to gambling in any 
business enterprise. It exists and we recognise it, but it 
isn't good business practice and is open to the chance of 
frustration and f ailure. Another manner of meeting total cost 
is t hrough "extras". Extras are changes in the s pecifications, 
made after the contract has been awarded, where something is 
added or subtracted to the job. The contractor can profit from 
the principle of 11 extras". If the e xtras are additions, he 
does t h e change in t he specifications and is allowed to make 
an additional charge above the contract price for the differ-
ence. Although this price is checked for approximate accuracy, 
it will always favor the contractor. Again, if something is 
removed from the specifications, if the job is changed so that 
there will be a s aving s to the buyer, the contract price is 
again altered. In this alteration too, the chang e will favor 
the contractor. He is already under contract, so tha t no one 
else can do the work. Even should another be allowed to make 
the change, t hat othe r could never match the contractor's 
price for such a minor change, lacking the economies of the 
wholeness of the job to cover carting and operational ex-
pense. So, if there are expected changes in the specifications, 
the contractor may bid a price below total cost with the hope 
of achieving total cost on the principle of contract extras. 
A second reason for a contra ctor bidding below total 
cost is that of never expecting to reach a price equal to 
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total cost. We would at least like to cover variable co~t, 
but it is conceivable that at times he may even, in an ex-
treme circumstance, bid below variable cost. This he does 
to achieve the economies of continuity of operation. In the 
construction field, it has already been pointed out, the ex-
pectation is not for continuity of operation. The work comes 
job by job. There are no expected re-orders. Each job is an 
entirety and completeness in itself. Also, the weather inter-
rupts the operation within one job. One week only four days 
will be favorable work days, another week five, another 
three, and so forth. The laborers in construction B±pect tran-
sient employment, working for one contruction firm, then an-
other, jumping from job to job. The air of spasmodic operation 
permeates the industry. 
Spasmodic operation in business is always ineffic-
ient. It requires excesses of capital investment to operate. 
rt requires the added training of employees to their job or 
at least to the methods of the company. It leaves idle cap-
acity. costs of the construction company operation can be 
significantly cut, in the long run, if operation could be 
kept at a more constant level. 
A construction firm could be attempting to maintain 
a level of operation and so will bid below total cost. This 
way the labor force may be kept in greater tact with an un-
measurable quantity of loyalty being built up between the 
workers and the construction firm. This may bring about 
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SECTION IV: CRITIQUE ON THE SYSTEM 
The question of competitive bidding has been in-
troduced, the procedures of the system have been analyzed 
and some attention has been leveled upon the economic impli-
cations. In the presentation an effort has been made to focus 
toward a critical evaluation of the system of competitive 
bidding. The previous chapters were designed to afford a 
thorough understanding of competitive bidding so that this 
section, designed to examine the advantages and abuses of 
the system, would have meaning and significance. 
The evaluation in this chapter shall take two direc-
tions. In the first place several of the important procedures 
already introduced will be more fully discussed. Attention 
will be brought to bear upon only those of major significance. 
The discussion will attempt to point out weaknesses, will 
oftentimes offer suggestions which the writer thinks prac-
tical toward alleviating these weaknesses and will take note 
of the strengths in competitive bidding procedure. The second 
area of evaluation will be broader in scope and will be di-
rected toward the subject of competitive bidding as an entity. 
Here, without any specific regard for procedures though they 
of. course will be respected, the weaknesses and strengths of 
the system as a whole will be pointed out. Again, where ap-
propriate, the writer's suggestions for improving the system 
will be put forth. But it must be borne in mind .that compet-
itive bidding, being a system of interrelated and inter-
dependent parts, may not be promiscuously dissected. Certain 
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abuses of the sy stem cannot be eliminated without destroying 
the s y stem as such. Where such be the case the weaknesses 
will be mentioned but no attempt will be made toward offering 
suggestions for improvement. Such endeavor would be worthless 
and superfluous. 
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The evaluation will consider and respect the positions 
of three groups---buyers, sellers, and the general public. An 
attempt to avoid partiality toward any one will be made. 
A. CO NSIDERATION OF PROCEDURES OF 'l'HE S1:ST:CM 
1. SURETIES 
It has been pointed out that general procedure in 
competitive bidding is to require sureties both with the bid 
and the contract. The question of sureties poses some inter-
esting topics for consideration. Here the term surety is used 
in general context with the idea of an assurance or guaranty. 
More specifically a surety is an assurance by one for another's 
debt. The surety requirement with bid and contract, it was 
pointed out, could be fulfilled by a deposit of cash, certified 
check or treasury bonds, or by the posting of a surety .bond. 
The latter is by far the most common and least expensive. In 
this case a surety company for a fee provides the necessary 
guaranty. 
The requirements for security with bids and contracts 
are unpopular with the reputable businessman. In construction 
the contractors are indoctrinated to the idea of sureties; in 
the government purchases of supplies from the average manu-
facturer or merchant these requirements are strange. Many 
responsible firms are discouraged from doing business di-
rectly with the government because of sureties. In the first 
place the requirement of surety seems to the novice a slur 
on personal integrity. Secondly, there is a diversity of of-
ficial procedure with regard to sureties. The many agencies 
of the governments each have their individual requirements 
as to the amount and manner of sureties • . This confuses the 
seller. In the third place the use of personal sureties, such 
as cash or certified check, ties up the capital of the bus-
inessman for extended periods of time. Security by means of 
corporate surety bonds presents an item of expense not con-
nected with general commercial practice. Finally the surety 
requirement may hold up a contract. For example a bidder will 
generally be able to obtain a bid bond from a surety company. 
When the contract is made he is required to post a perform-
ance bond. Sometimes the surety company which posted the bid 
bond will not post the performance bond. The bidder has dif-
ficulty getting surety from anyone and may eventually lose 
the contract. This causes considerable ill feeling to both 
bidder and buyer. Also, the bid bond is forfeited when the 
awarded contractor doesn't sign the contract. 
On the other side of the ledger are the advantages 
of surety. That it is a valuable safety precaution protect-
ing the interests of both the buyer and the responsible bid-
der should not be overlooked. Should a bidder default on 
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either the signing of the contract or the performance of the 
contract the surety is forfeited to the injured party. This 
covers the cost of the harm exerted by the renege. If no 
bond was posted the buyer could find relief from the courts. 
There are disadvantages to such relief. Litigation is both 
expensive and time-consuming. It is almost impossible to value 
the extent of the injury. Damages accruing from such an act 
as a refusal to contract for the bid price or for the refusal 
to perform the agreement are oftentimes impossible to eval-
uate fairly. Either the buyer or the seller is liable to be 
served an injustice. It should be noted that a surety is an 
attempt to give assurance that the bidder will perform. It 
is not designed to penalize the bidder; rather the philosophy 
behind the surety is that there will be performance and that 
neither party will be injured by non-performance. But it is 
with the bidder that the choice lay. He calls the play and 
the surety is designed to assure that the action will not be 
to the buyer's detriment. It should be pointed out that time 
is an essential element in many commercial ventures. Time 
has a value. Court litigation is time consuming and the pass-
age of time may oftentimes work to the detriment of the 
buyer. Suppose that the buyer was building for a commercial 
venture with an actual profit potential. The sooner he enters 
upon the venture the sooner he · begins earning the return. But 
court litigation may hold up the entire construction and the 
buyer may be losing potential profits. Can this be valued with 
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any degree of justice? 
The use of sureties safeguards the other respon-
sible bidders. In construction work most assuredly, and in 
many supplies contracts, the cost of estimating a job is a 
significant expense. The bidders have a right to be competing 
against truly responsible bidders. The use of a surety is an 
added safeguard that the bidder is truly responsible. A surety 
discourages the irresponsible bidder. It follows logically 
that a bid awarded to an irresponsible bidder costs respon-
sible bidders money. It may be that a bidder should have re-
ceived the contract, but lost the job to this one bidder, 
lower than he, who was irresponsible. It may be that the pro-
ject will have to be re-bid because of the renege, costing 
all bidders additionally for re-estimating. It has been 
pointed out that a surety serves a useful function and should 
not be eliminated from the procedures of competitive bidding. 
However, the following suggestions are offered to i mprove 
the requirements of surety: 
a.) There -should be more standardization as re-
gards surety. It can not be doubted that each individual 
case rests on its own merits as to the required size of the 
surety. The damages to be suffered by the buyer may vary 
greatly from one instance to a second. However there should 
at least be standardization as to the procedures for filing 
sureties, and to what type of sureties are to be deemed ac-
ceptable. Such standardization should do a good deal in 
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familiarizing sellers with the concept and requirements of 
sureties. 
b.) Sureties should be of a just amount. The size 
of surety should be large enough to cover all damages which 
might accrue to the buyer, including all intangibles such 
as a potential loss of profit. The surety should be no larger 
than this amount. It would be an injustice to penalize a bid-
der for more than the true amount of damages. Also the cost 
of a surety tends to grow larger as the size of the surety 
increases. Since this cost is indirectly passed on to the 
buyer it is to his advantage to keep the bid price as low as 
possible. The philosophy of the surety is that the stipula-
tions of the bid and contract will be fulfilled. The surety 
should not be designed toward any other goal. It is possible 
that a dishonest buyer could work the concept of sureties to 
his advantage by making the surety high enough to net a profit 
above the true cost of damages and then to encourage the bid-
der to default if such be possible. 
c.) It is reco~nended that a bidder check to see 
that a surety will be furnished for the performance of the 
contract should the bidder receive the award. This will 
guarantee the bidder that he will not lose the bid.- b ond be-
cause he cannot obtain a performance surety, while at the 
same time saving him the costs which go along with estima-
ting and filing a bid. 
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2. FILING TEE BID AND AWARDING THE CONTRACT 
One of the most prevalent complaints among bidders 
is that centering around the question of the responsible 
bidder. Earlier in the paper it was pointed out that the 
right of awarding the contract lay in the hands of the award-
ing authority. It was also pointed out at that time that the 
awarding authority, when the bids were opened and recorded, 
adjudged the bidders as to being responsible and acceptable. 
Th e question arises as to why this action is delayed until 
the bids are opened. 
In private contracts processed under competitive 
bidding formal invitations to bid are issed. Yet, strangely 
enough, invitations are often extended to prospective bid-
ders who later, at the opening of the bids, are adjudged to 
be unacceptable. In government contracts, where no formal 
invitations to bid are extended but rather the right to bid 
is extended to everyone, there is no control over the bidders. 
Even so, it would be possible for the awarding authority to 
make the adjudgment of acceptability of a bidder before the 
bids are opened. 
The writer can see no reason for delaying this 
judgment "until the opening of the bids. In private contracts 
where the buyer controls who may file a bid, the adjudment 
should come before the specifications are given out. The 
buyer could pass then and there on the acceptability of the 
bidder. An una cceptable bidder thereby would save the ex-
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pense of estimating the work and filing a bid, only to have 
the bid turned down because he was adjudged to be unaccep-
table. In government contracts where no control is exerted 
over who bids, passing on the acceptability of a bidder at 
this early time is impossible. But at least the adjudging 
can be done before the bids are opened. Such action would 
not save the unacceptable bidder the cost of estimating,but 
at least it could make the contract-letting appear better. 
Tnere is a great temptation for some kind of collusion be-
tween the government awarding agents and a fairly low bidder 
to have the lower bidders adjudged irresponsible and so in-
capable of receiving an award. Tnere is rio reason why the 
adjudgment as to the responsibility of the bidders need 
wait until the opening of the bids except that perhaps a 
little more effort has to be exerted by the awarding group 
in adjudging the bidders. If this is done before the bids 
are opened all bidders must be adjudged. However, if the 
judg ing is to be done after the bids are opened, no serious 
consideration need be given to those bidders who are above 
the three or four lowest bidders. 
Another situation, analogous to the question of 
the responsibility of the bidders, is the sufficiency of 
the bidders. It should be possible for the awarding authority 
to determine before the bids are opened whether a sufficient 
number of bidders have bid to allow an award to be made. This 
point is to be distinguished from a detection of conspiracy 
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amongst the bidders, which oftentimes cannot be determined 
until the bids are qpened. But certainly the question of 
whether enough bidders have filed should be able to be an-
swered before the bids are opened. If the usual practice of 
deciding upon the sufficiency of bidders after the proposals 
have been opened is followed, an injustice is worked upon 
the lowest bidders. What usually happens is that a rebidding 
is ordered in an effort to stimulate more firms to submit a 
price. In this rebidding competitors are cognizant of the 
lowest price in the original bidding and having this know-
ledge, they attempt to cut this price in trying to get the 
job. Most usually what happens is that in the second bid-
ding the orig inal lowest bidder is not still the lowest 
bidder. Of course this works to the advantage of the buyer, 
but most certainly exerts an undue hardship and an injustice 
upon the original lowest bidder. This injustice may easily 
be eliminated by passing upon the sufficiency in the number 
of bidders before the bids are opened. In this manner another 
benefit will accrue---the original bidders will not be re-
quired to go to the trouble of reb idding. All that need be 
done is a postponement of the date of the op ening of the bids, 
t h e bidders of course always having the right to withdraw 
their bids a nd change them if they so desire, and an attempt 
be made to interest more pros p ective bidders in filing of 
bids. All the costs of estimating will be saved by those or-
i g inal bidders, and this cost, it has been pointed out, is 
84 
of significant size. 
Some discussion should be centered on· the right 
of the prospective buyer to reject all bidders. Most instruc-
tions to bidders stipulate this right. We are concerned with 
the ethics of this principle. It should be recalled that the 
bidder has the right to withdraw his bid until the time of 
the opening, but may not do so after the opening, being 
liable to either the forfeiture of the bid bond or the suit 
for damages. The buyer, on the other hand, is not under any 
obligation to make a contract. He expressly reserves this 
right. The prospective buyer may reject all bidders for a 
number of valid reasons. Included among these are; insuf-
ficiency in the number of bidders; evidence of collusion 
and conspiracy; a change in plans for a proper reason re-
quiring either an abandonment of the project or a signifi-
cant change in the specifications. But there is the feeling 
in the field that at times buyers go to the task of invit-
ing b ids without any serious intention of awarding a con-
tract. There could be a variety of reasons for such action. 
one is expressed in the following quotation: "The writer 
had occasion to bid on a large bridg e for a municipality in 
West Virginia, on which almost no information from the 
municipality was forthcoming. ( 'l'he specifications were nebu-
lous and really not specifications in the technical sense 
of the work. ) ·'*" Each contractor made an investigation more 
* Writer's insertion. 
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or less thorough and was obliged to furnish his own design. 
The result was that over fifty bids, fifty investigations, 
and fifty designs were submitted, ranging from a minumum of 
about $40,000 to $140,000. All bids were rejected; and the 
municipality, reinforced and greatly benefitted by the dis-
cussion that arose, re-advertised for bids. It is needless 
to say that the author did not bid again; but the question 
is, who paid for all thos e estimates 11 • This quotation well 
expresses the sentiments of contractors toward inviters of 
bids who have little or no intention of making a contract. i:-
No legislation is practical in eliminating this 
practice of requesting bids without real intent of making 
a contract. The only remedy is throug h some kind of code or 
black-list. A code would work on the idea that it is dis-
honorable to make such a request. A black-list, stronger 
and of questionable legality, would allow bidders to get 
together in boycotting an invitation to bid extended by any 
party who was previously responsible for inviting without 
any intent of awarding a contract. Another possible remedy 
would be to charge a buyer for the costs of estimating if 
no contract was awarded and no sufficient reason for not 
making the award given. The validity and practicality of 
any and all of these methods is a very debatable point and 
they are merely thrown to the reader for thought. 
il- 11, p. 165 
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B. THE S::tSTEM CONSIDERED AS AN ENTITY 
The preceeding section, dealing with the economic 
considerations of competitive bidding, showed that the system 
is truly competitive. The co~petition is based almost wholly 
on price, the work of acceptable firms being considered ident-
ical. The price is forced down to, or below, the total cost 
of the most efficient firm bidding. The firms operating under 
the system must constantly strive to become more efficient 
in order to survive under the pressure of price competition. 
The system fits well the pattern of the traditional 
American economic philosophy. It meets the requirements of 
emphasis on price competition, includes the nondescript 
dynamism of the philosophy, applies great pressure to strive 
for high efficiency, and captures to a certain extent the 
equality and justice of the philosophy. It cannot be denied 
that discrimination, collusion and conspiracy exist under 
the s y stem. But discrimination is illegal in goverruaent buy-
ing and costly in private transactions, while collusion and 
conspiracy are discouraged under competitive bidding. 
l.TOWARD ELIMINATION OF COLLUSION AND CONSPIRACY 
Competitive bidding has done much to eliminate 
collusion and conspiracy. The buyer is publicly pressed to 
award the bid to the lowest responsible bidder. This pres-
sure tends toward eliminating the possibility for collusion 
between the agents of the buyer and seller, since the agent 
of the buyer has less chance to have a direct influence in 
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the determination of who the seller is to be and at what 
price the sale is to be made. It is virtually impossible 
to devise any system void of loopholes for the practice of 
collusion. It has already been demonstrated that truly re-
s ponsible bidders may be declared irresponsible so that the 
contract can be awarded to a b idder h igh er than the lowest. 
But pressure is existent and the system has merit along the 
line of eliminating the possibility of collusion between 
buyers and sellers. 
The system also works toward the elimination of 
cons p iracy between selle rs. Since an air of publicity sur-
rounds the system in many of its facets cons piracy between 
sellers often appears obvious becaus e many of the bids, 
when opened, are identical or near identical. There are re-
cords of such "co-incidence". Machlup, in writing of the 
basing -point s y stem, says: 
''On May 26 , 1936, the Bureau of Supplies of the 
Un ited States Navy Department opened sealed price bids on 
'Lot 137: Steel, cold rolled or cold d rawn'. Thirty-one 
bids had been received. Thirty-one b ids quoted exactly the 
same price: $20,727.26. The officers in charg e were not 
surprised. Th ey knew it eas no strange ~ccident that all 
b idders had submitted identical price bids. I ndeed, they had 
come to expect such " precise calculations" on the part of 
all 'competing' firms in the steel industry. Since no bid 
was the lowest, the order had to be a warded by drawing lots". 
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"on April 23, 1936, officers of the United States 
Engineer Office of Tucumcari, New Mexico, opened the sealed 
envelopes containing price bids for the delivery of 6,000 
barrels of cement. Eleven firms had submitted their bids and 
every one of them n~aed a price of $3.286854 per barrel"·* 
It matters little whether the agreement between 
sellers can be termed open conspiracy, or whether it is 
clothed in the protective garb of the basing-point system. 
The fact remains that some agreement between sellers, subtle 
or otherwise, existed and that it was shown up, glaringly, 
by the system of competitive bidding. Since the basing-point 
system was outlawed in 1948 and open conspiracy has been il-
legal under common law for some time the system of competi-
tive bidding has done much toward the elimination of con-
s p iracy between sellers by showing, through identical bids, 
the existence of agreement. 
The system of competitive bidding is secretive 
to a certain degree and this secretiveness also works toward 
the elimination of conspiracy. It is to be recalled that the 
bid is sealed until opened for recording. How easy it would 
be for a member of a conspiracy to "double-cross" his fellow 
conspirators by bidding below the established price in an 
effort to gain an award. This threat is ever-present to con-
spiracy but we can say it looms the greater under the system 
of competitive bidding. 
* 13' p. 2. 
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2. STIFLING TECHNOLOGICAL I MPROVEMENT 
It should be pointed out that there is a stagna-
ting influence to competitive bidding. competition is solely 
on a price basis. The buyer, since he prepares the specifi-
cations, is denied the wealth in ideas afforded by competing 
sellers. And ideas are the cornerstones of progress. In gen-
eral commercial practice we find sellers competing on several 
different factors in a ddition to price. Among them are design, 
functionalism, durability and versatility of the product. Th e 
incentive to develop these areas for competition is lost under 
competitive bidding . Price looms as t h e predominant factor 
under the s y stem. 
3. TIME CO NSIDERATI ONS 
The system of competitive bidding is an inherently 
slow method of marketing. The specifications have to be made 
up, the bidders invited, estimating undertaken, bids sub-
mitted a nd the contract a warded before any production is 
undertaken. Each of these stages of t h e system requires time 
to be performed. Added tog ether a considera ble period elapses 
before the buyer obtains the object of the purchase. 
There is no wa y to condense the procedure if com-
petitive bidding is to e mployed. In genera l commercial prac-
tice buying is a slow and meth odical process when properly 
undertaken. The buyer s h ops around, taking note of the prod-
u cts a vailable, comparing qualities and prices. Finally a 
decision is reached and the product, already manufactured 
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and produced, is available for almost immediate delivery. 
Should an emer g ency arise a buyer may cut the shopp ing 
period down considerably. He may not be as successful in 
his endeavor as he might have been if he s p ent longer in 
the market but he can cut the purchase time without destroy-
ing t h e procedure commonly used. Competitive bidding affords 
no emergency provisions. If the system is not to be discarded 
the buyer must expect a considerable passage of time before 
work is b e gun. The system suffers the second disadvantage 
from the buyer's point of view in that production generally 
beg ins after the contract is made. There are exceptions but 
they are rare. Seldom does the seller under com'peti ti ve bid-
ding have stock of supplies on hand larg e enough to meet 
the requirements of a contract. In construction this is vir-
tually impossible. 
The time element of competitive bidding has varied 
significance to the seller. Working t o order may be consid-
ered an advantage. The seller can plan production without 
a ny pro blem of stoppage of work because of a market g lut. 
He knows exactly what is wanted, when it is wanted, where 
it is wanted, and he may plan to meet these requirements. 
On the other hand sale before production may be considered 
a disadvantag e. Th e seller has the problem of estimating 
which even at its best can b e considered no more than a well-
calculated quess. In pricing after production, when the costs 
can be more accurately computed, a truer cost picture may be 
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reflected in the price. Not only is the seller subjected 
to the inherent risk of estimating but he is also subjected 
to the possibility of cost changes during the period between 
the estimating and the purchase of materials. This may work 
either to his advantage or disadvantage, depending upon the 
trend of the price level. If the period is one of falling 
prices the seller gains the difference between the estimated 
cost of materials and the actual cost when the purchase is 
made. If the price level trend is reversed the seller must 
absorb the difference. 
In construction a device is sometimes employed to 
overcome the change in the price level. Instead of t he price 
being fixed, a clause may be inserted in the contract vary-
ing the quoted price either up or down depending on the 
change in the cost of materials between the time of estima-
ting and the time of purchase. The use of such clauses shifts 
the risk of price level changes to the buyer. Such a shift 
seems logical since the price of construction, it has been 
demonstrated, is determined by costs. 
4. POST-CONTRACT CHANGES I N SPECIFICATIONS 
The theoretical price under competitive bidding 
is the price which will cover total cost, including a fair 
profit, of the most efficient firm filing a bid. This price 
being the maximum and most commonly used, there are times 
when contracts are awarded on prices below this maximum. One 
of the reasons f 8r this gambling on the part of bidders (they 
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hope to achieve total cost eventually) is because of the 
predominance of "extras" entering into the picture. "Extrasrr 
are changes in the specifications which will alter the price. 
They may be enlargements of the work or contractions of the 
work. In either instance the contractor, not reflecting the 
true change in cost by the alteration of price, gains from 
the change in specifications. 
Every effort should be made in compiling the spec-
ifications to eliminate the need for post-contract changes. 
Such changes should be made before the specifications are 
g iven out to the bidders. Indire ctly this means a lower cost 
to the buyer. " Extras" are profitable to the contractor and 
costly to the buy er. Add itional care in the composition of 
s pecifications will also do much toward eliminating the con-
scious element of gambling which may enter into competitive 
bidding. 
5 . AN A'l'TEMPT I N THE RIGHT DIRECTION 
Business self-regulation gained special prominence 
from 1933 to 1935 when the National Industrial Recovery Act 
was in effect. This law, set up by the federal government as 
a means of combating the competitive excesses of the depres-
sion, provided for business control through codes of fair 
competition established by trade groups of business men and 
approved by the government. These codes, while springing 
from the industries thems e lves, had to be approved by the 
President, and could not receive his approval unless they 
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. contained a detailed statement of business practices which 
the trade found to the public interest. When approved by 
the Federal Administrator, as the representative of the 
President, they were to have the force of law, and infrac-
tions of any of their provisions involved penalties of fine 
and imprisonment. 
Had the life of the Recovery Act codes not been 
cut short by the Supreme court, their survival as effective 
instruments of social policy would hardly have been long. 
The task of administering so many detailed regulations in 
so many industries proved to be overwhelmingly complicated. 
But self-regulation by business has much to commend it. When 
the codes were honestly and justly composed, and were not 
prejudiced to the interests of the industry, they did much 
to standardize procedure, eliminate inefficiencies, empha-
size glaring abuses, and to forward social benefit. When 
the Recovery Act was declared illegal in 1935, the codes 
were lost as law. This loss was not g reat since the law 
could not be effectually administered. The Federal Trade 
commission has carried on the general concept of the code 
philosophy but it too suffers from inability to enforce. 
The construction industry throug h the Construction 
League compiled a code which gained the approval of the Pres-
ident, and was the law during the Recovery Act. Since the 
construction industry is a greatly disorganized industry, 
the problem of coordination was ·d ifficult. Finally a single 
code for the industry was worked out with ramifications for 
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the peculiar conditions of the several divisions of the 
i ndustry. This code , quite naturally, dealt with ma ny of 
t h e problems of competitive b idding. 
The code propounde d the following suggestions: 
a. Bid peddling , whereby t h e bidd er prior to the 
making of an award substitutes a lower bid not commensurate 
with a decrease in t h e requirements of the job, was consid-
ered unfair and proh ibited. 
-b. Bid shoppi ng , whereby an awarding authority 
attempts to induce a bidder to lower his price before the 
contract is awarded, was similarly p rohibited. 
c. The awarding authority was not at any time 
prior to_ the s pecified time for the receipt of bids to con-
vey to any bidder information rela ting to the price or terms 
of any other bid in order to influence the price or terms of 
such bidder. 
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d. Collusion of any sort between the a warding author-
ity and any b idder, or between different bidders was prohibited. 
e. The awarding authority should not accept rebates, 
refunds, discounts or oth er special allowances or services 
from any bidd er. 
Although enforcing such regulations is i mpossible, 
this attempt on the part of the c onstruction League did enum-
erate certain a buses being practiced,called these a buses to 
t h e attention of all interested parties thereby affording 
arms to those intere sted in waging war on the abuses, and did 
do considerable work in standardizing competitive bidding 
procedure in the construction industry. That it was a step 
in the right direction cannot be denied. * 
* See 15. 
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OFFICIAL PROPOSAL SECTION 
IHV ITATION TO BIODE~S 
~OTICE TO COHTRACTORS 
you 3r e 1 nvLt ~ d &o subm it a wr itten r~rma l 
bid on Jan. 30, 1951, f or the be low de -
s cri bed wor k a t th8 loc a t i on i nd ic ated . 
De s cr i Pti on : Construct and equip a new im-
hoff tank and s ewaae pumpin g s tat ion a t the 
West Side Sewage T~a atmcnt Plant, Washin g~ 
ton St., Middl e town, Conn. 
-~th 0 bid -~n: d otli2 r eta t L S1} ·~r.J 1. -r.T r: ?· t' ~' . . o1a: _ 
d;-r s wlll rorm th \i b 'l s l s ror t) ,., Dq!,o l t. ·:1 
t i on o r a lump sum con tt· act r or the wo!k~ 
R l. ds ·u e t o be s u brni t te,j in pr ov!:r r o x;'~ · 
:'.s des .: r1 bcc! 1n t. r.e <l E: t :dl sp ~o c 1 dcat ~ ~!!ls . 
·ri:J •" Y sh. ll be a,:d r ·?ss cd to : BO<H't1 of ,..ub lic 
wor k;: , ~t l ddh· t ow n , c onn ., and mark.ed. upr o-
~~ os<'- 1 rr.)r cons truc t:.ion of the Ad d iti ons :cllcl 
AltGr a tl nns t o t he Wa;:t S lde sewage Trea t-
mc·n t pl ant u, duU·d ,T F. l l . :s o anc! mrd l e d l n 
t l ,r.0 t o r eec ll t l:l,~ des l ~n at<; d of: fl.c e on 
Jan . oo. t 95 1, 7:30P. M., E.s.T. a t cay 
C!Hc; bt r :-, , t·!unic ii:l'-l ~J l <.1 g ., a t wh i c h time 
Rr:<! r :: :,.c ,; b i:!s wil l be r'ubl1cly ope ned a!ld 
.J'!Cctd 8. l OU<_L ~-
Plans and speci f i ca tion s mn y be s ec ur ed a t 
tiw c1f!' l c •; of S u~' er inte ncent of Pu blic 
Works , i\oom ~t 6 , ~i unici pa l Bld J., ~Jidd l e ­
town, CL'nn, 
A dep os it of f if te en ($ 15 . 00 ) doll&rs will 
ba r equir ed fo r eac h s e t or pl ans and 
spec lflcat l ons i s sued This de posi t wll l 
be r t: f tcr,dF d tW o!, r ~turn or n.ese rl ans and 
S PPCi fi ~at i o n s tO Lhc 3UC& rlntend Ent J f 
Pub l~. c \-io r l;·.s . 
Bi d t one\ w! l l be r equir ed . 
your a t t ent ion i ;. ~ at · t l e ul a r i s inv H ed to 
urnr or ma tion f or B ld ~( r s • enc l~sed , wh l ch 
i s t o te f ol l owed l n a l l r es pt e ts . you 
may be ~ spr~se nted Bt t he openi ng of b i ds 
if you so des ir e . 
Ttle ow ne J' r ese rve s the ri gh t to r ~j ec t any· 
or nl l b i us or t o acc ep t a ny bid s ho uld th e 
o~ n s r rteom lt fo r t he b~s t in te r es t or the 
Cl t y of Ml dj l etown t o d o so . NO obv i ous ly 
unb~ l an c ed ~i8 wl l l be cons i de r ed ln awa rd -
inG t l1 1s c ont r e c t . 
Dated a t 11 i dd l r tow n , ,Te n. a, 1 9 5 1· 
HO ARD OF P UBL ~ C WORKS 
S~ lva t or e I . LaBe l l~ , Ch~ l rman 
J anuPry 12 & 15, 1 95 1 
ltDVERTI SEM n iT 
THE SUAR D 0f PUBLIC WORKS 
City o f Holyoke 
~U TI CE TO COMTRACTOHS 
Se;;. l 8d L> r o]los <~ l s fo r Fur n i s liln .c.: and erec t --
l ng .. mr,r; l c t~c; 1n vl <•. cE e. ll structural steel 
ana th e ra ilin gs tor a st&e l st rln ~D r 
b rl c:. :~ ovr r t;i;e Pirs t I,ev..; l CiUlrtl , Dw l. g!H. 
Stre,. t , HCl ~'Oht> , l n <:ceord:.:wce wi t h vla ns 
':'.nd s ;l;,' c lri c<!t, l Dnr; by E. A. ~la h c r. wll l be 
r o;:cs l v;, ci by r.lH; Boa r d of public Harks !! t 
Room 8 . Clcy ~ a l l , HO l y o k~ . M~ssachuse tt s , 
unt. ll 6:00 p.m., January 29, !951, tt:e r c 
and t h ~ n t o be pub licly OPh ned ~ nd r ead . 
Pr opo.:;e.tl · g u 1?..T' 'i! nt-'=C: (;e r· tl fl ed c. he c k or l aw-
ful money ln a n Kmu unt h~Ua l to 5% of th• 
tor. a. l b i d . 
M 
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a t the offic e or the e-l, t ,y En g tne E: r:_. • 
Rtr(r,ts r ·~ s e rv e d to r .:lject a ny or ...D::l l pr -
posals . - - -
Bids sha ll be a .:tdress ed to tlTl=.:-~·l l'l 1r·m2. n, 
and l e f t a t the orfic e• of the Bo~ rd be -
f or e the time spec i fi ed . 
BOARD OF' PUBLIC .,WORKS 
EDWARD A. MAHEP 
CLERK 
·J <'nuary l ti Ch , 1951 
Invitation for Bids 
Williamstown School 
Town of Wi lli amstown, Moss. 
'l'he Wi lli amst own Sch oo l Build l r. g Commltte€ 
w1 11 r ecei ve sea l ed blds f or s ch ool c on-
s truct 1on l oca t ed on Sch oo l s ~;r · ;o., t , ~! l l-
11,\m;; <;own , .'~ aSS'l cli us c.t t s ur:t1 11Ho'clock 
t'· t·l· J a(_luc~ry 29 , 1951· 
Al l bi d & will be r e ce ived at t he off i c e or 
t. !1e Town Cl erl\ , Wll ll anls t cJWn r., t tl1e t!.me s 
and Che da t es he r e i n se t forth . Tlle gener a l 
c ont rac t bl ds wil l be pub l icly open~d and 
r 0a d a loud a t the da t e se .t f orth a t 5 O'Clock 
p, ~~. 
Sub-bids wil l be fil ~ d l n t be Game d~ p o~ lt­
or y ~ OL · l ~ c e r tha n 1a o'clock noon, J an uary 
27 , 191\ 1. Sub-bidde r s <J csi gw,teo ln tlk 
sp~c lfl ca ti ons mus t f i l e the lr bids a t sa id 
ot'f 1ce or ·rown . 
At t ant i on I s directed t o ttl e f act tha t not 
l ess th<: n t he min i mum wa:ge r a t es as se t f orth 
in the sp eCi fic a tions mus t be Pa i d in th l s 
pr oj ect. Att 8nt 1on is u l s o ca llMd to the 
r eq ul r emu.Jts rrdating to workmr n •s compe nsa -
t i on and c ond itions or cmDloyment . 
Th e Ge ner a l Cont r actors may obta i n one co py 
or the pla ns a nd SP 0 Ci! 1c ~ t1 un s ~ t the or r1ce 
or . th 3 Ar ch ! teet , t~·X~ !s ~ . Ma l oney, 22() 
Ow qJh t Stree t, SPr1 ng f1 e ld , ~iflss a chus ;:: tts 
up on depos it or a c h~ck r or Fift y ( $~0 . 0 0 ) 
DolL.rr s whic h wil l be r E< turnr;cl uoon t ho-, r c -
turn J f tha Pl ans ~nd s pe cifications ln 
good conditi on, 
The H1l l i ams town Sc hoc l Buil~ i ng c ommittef 
res~ rv E s the ri ~ht to r e j ~ ct e ny or ~ 11 
b i ds of the ge nor h l b i dders a nd t o wt l ve 
any .1 n l' orm F~ l1 t 1 c. s l n th <' ll h ' 'lin g, if i c ti•·:· 
in t: n ,~· putJ llc lnt en .s t S C1 r. o d o . Th •. !·il l-
11 ::uns t own Sc h o;J l Bnll ci ln g CO!!I WJ. t tfe ~t l i'O O 
r es e rv &s t he r l ~hc t o r e j ec t &ll bi ~s or 
th G ::. ut;- bi dJ. <: r on any i t ~c· m l' r 1 ce ms a nd t c• 
wu i v·.: c.r: y lr:fo r nlcd .l. t h ,s i n t1~e b:i.dr!in g, i f' 
~ ~ C ! i r s j ~ ct 1 on t0 1r) conforma nce wit ll 88C t1on 
44 C or rhaDt~ r 1~2 or t he ~enEr& l Laws . 
Ce.o,:l: . C(, r t i .r i ed c r, ,_. c k , or ;\ ce r t1 f i C<c ;; .~ or 
de pos it 1ss u,cd b y a r es [··ons ible b·:mk or 
tru::~ t c omD2ny, .pa yabls t o tte TOwn or IH 1. -
ll a ms t own or a sa ti sfac t ory bid bond ex -
ecu t ed hy t he ~ l d de r and a r eco gnized s ur e ty 
company shall bE: s ubmlt, t ed with eac h biti 
by the gen·,:ra l b i dc1 e r i n ti1e ~ m ount or .:ss 
of his bi d . (Th r ee p ~ r c~ nt) . ~ 
S ~ho o l Bui ld i ng c ommittee 
h ~ lli o. ms t owr: , tf~, ss . 
Go r don c. Bu ll i tt , Cha irman 
Janua ry s, & 15 , 195 1 
- - - - - - - - - - -
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#2 Invitation and Bid (Supply Contract) 
Standard Form 30 INVITATION AND BID Prescribed by General Services 
Administration, Nov. 1949 Edition (SUPPLY CONTRACT) 
'·ISSUED BY DEPARTMENT 
ADDRESS 
( 
INV ITAT I O N FOR B IDS 
· DATE ISSUED I INVITATION NO. 
Sealed bids in 
' 
SUBJECT TO THE TERMS AND CONDITIONS OF THIS INVITATION FOR 
.. 
:Bms AND THE ATTACHED SCHEDULE AND GENERAL PROVISIONS, will be received at the above office until o'clock ___ m., 
Time, (date) and at that t ime will be publicly opened, for f urnishing 
the supplies or services described in the accompanying Schedule. 
General information and instructions to bidders are contained in the terms and cond~tions on the reverse hereof. 
,• . 
B ID I DATE 
In compliance with the above, the undersigned offers and agrees, if this Bid be accepted within calendar days 
(60 calendar i/;ays unless a different period be inserted by the bidder) f rom the date of the o.pening, to furnish any or all of the 
items u,pon which prices are quoted, at the price set opposite each item, delivered at the designated point (s) and within the 
t 'ime specified in the Schedule accompanying the above Invitation for Bids. 
BIDDER REPRESENTS: (Check appropriate bore&) = '-- ~ 
(1) Tha.t the aggregate number of employees of the bidder 
·and its affiliates is : D 500 or more, 0 less than 500. 
,. (2) That he is a .0 regular dealer in, ·o manufacturer of, 
the sup.plies bid upon. 
(3) That he D has, D has not, employed or retained a com-
. P~my or person (other than a full-time employee) t o solicit or 
secure this contract, and agrees to furnish information relating 
thereto as requested by the contracting officer. 
.TYPE OF BUSINESS (Check appropriate box) 
D Individual D Partnership 
: INCORPORATED IN THE STATE OF (Complete, if corporation) 
Stwndard Form 30 
Nov. 1949 Edition 
·D Corporation 
FULL NAME OF BIDDER (TVPe or print) - -
BUSINESS ADDRESS OF BIDDER (Street, city, zone, and State. Type or print) 
TELEPHONE NO. 
SIGNAT URE AND TITLE OF PERSON AUTHORIZED TO SIGN THIS BID (Type or print name 
and title under signature) 
. 
16-il0683-l 
TERMS AND CONDITIONS OF THE INVITATION FOR BIDS 
1. A W ARD.-The right is reserved, as the interest of the 
Government may require, to reject any or all bids and to waive 
any mi:nor informality or irregularity in bids received. The 
Government may accept any item or group of items of any 
bid unless qualified by specific limitation of the bidder. UN-
LESS OTHERWISE PROVIDED IN THE SCHEDULE, 
BIDS MAY BE SUBMITTED FOR ANY QUANTITIES 
LESS THAN THOSE SPECIFIED; AND THE GOVERN-
MENT RESERVES THE RIGHT TO MAKE AN AWARD 
ON ANY ITEM FOR A . QUANTITY LESS THAN THE 
QUANnTY BID UPON AT THE UNIT PRICE OFFERED 
UNLESS THE BIDDER SPECIFIES OTHERWISE IN 
HIS BID. The contract shall be awarded to that responsible 
bidder whose bid, conforming to the Invitation for Bids, will be 
most advantageous to the Government, price and other factors 
considexed. An award mailed (or otherwise furnished ) to the 
successful bidder within the time for acceptance specified in the 
bid results in a binding contract without further action by 
either party. 
2. LABOR INFORMATION.-Attention is invited to the 
possibility that wage determinations may have been made 
under the Walsh-Healey Public Contracts Act providing mini-
mum wages for employees engaged in the manufacture for 
sale to the Government of the supplies covered by this Invita-
tion for Bids. . Information in th~. ~onnectio..!!... as well as g~n­
eral information as to the requirements of the act concerning 
overtime payment, child labor, safety and health ;provisions, 
etc., may be obtained from the Wage and Hour and Public 
Contracts Divisions, Department of Labor, Washington 25, 
D. C. Requests for information should state the Invitation 
number, the issuing agency and the supplies covered. 
3. DISCOUNTS.-(a) Prompt payment discounts will be 
included in the evaluation of bids, provided the .period of the 
offered discount is sufficient to permit payment within such 
period :in the regular course oj business under the delivery, 
inspection, and payment provisions of the Invitation and Bid. 
_ (b) In connection with any discount offered, time will be 
computed from date of delivery of the supplies to carrier 
when delivery and acceptance are at point of origin, or from 
date of delivery at destination or port of embarkation when 
delivery and acceptance are at either of those points, or from 
date correct invoice or voucher (properly certified by the Con-
tractor) is received in the office specified by the Government 
if the latter date is later than the date of delivery. 
4. PRICES.-Unit price for each unit bid on shall be shown 
and such unit price shall include packing unless otherwise 
specified. In each case totals shall be inserted in the Amount 
column of the Schedule. 
5. D:H:LIVERY TIME.-When not otherwise specified, bid-
der must definitely state time of proposed delivery. 
6. COMPUTATION OF TIME.-Time, if stated as anum-
ber-of days, will include Sundays and holidays. 
7. SAMPLES.-Samples of items, when required, must be 
submitt ed within the time specified and at no expense to the 
Government; if not destroyed by testing, they will be returned 
at bidder's request and expense, unless otherwise specified in 
the Schedule. 
8. GOVERNMENT-FURNISHED PROPERTY.-No ma-
terial, labor, or facilities will be furnished by the Government 
unless otherwise provided in the Schedule. 
9. AGENTS.-Bids signed by an Agent must be accom-• 
panied by evidence of his authority. 
10. BIDS.-(a) Data. Each bidder shall furnish the in-
formation required by the Bid form. The bidder should print 
or type his name on the Schedule and each Continuation Sheet 
thereof upon which he makes an entry. 
(b) Corrections. Erasures or other changes in bids must 
be explained or otherwise noted over signature of bidder. 
(c) Late. No bid or modification thereof received after 
the time set for opening will be considered except that when 
a bid or modification arrives by mail after the time set for 
o.pening, but before award is made, and it is determined by the 
Government that nonarrival on time was due solely to delay 
in the mails for which biddel' was not responsible, such bid 
or modification thereof will be considered. 
(d) Mistake. Bidders are expected to examine the draw-
ings, specifications, circulars, Schedule, and all instructions 
pertaining to the supplies or services. Failure to do so will 
be at the bidder's risk. In case of mistake in extension of 
price, the unit price will govern. 
(e) Alternate. Alternate bids will not be considered unless 
authorized in the Schedule. 
(f) Addressing. Except as provided in (g) below, bids 
and modifications thereof shall be enclosed in sealed envelopes 
addressed to the issuing office, with the name and address of 
the bidder, the date and hour of opening, and the Invitation 
Number on the face of the envelope. 
(g) Telegraphic. Telegraphic bids will not be considered 
unless authorized in the Schedule, although bids may be modi-
fied by telegraphic notice provided such notice is received prior 
to the time set for the opening of the bids. 
(h) Withdrawal. Bids may be withdrawn by written or 
telegraphic notice provided such notice is received ;prior to the 
time set for the opening of the bids. 
11. BONDS.-No bond or other form of security will be re-
quired except as provided in the Schedule. 
12. SELLER'S INVOICES.-Invoices shall be prepared 
and submitted in triplicate unless otherwise specified. In-
voices shall contain the following information: Contract num-
ber, Order number (if any), and Item number; contract de-
scription of supplies or services, sizes, quantities, unit prices, 
and extended totals. Bill of lading number and weight of 
shipment will be shown for shipments made on Government 
bills of lading. The following certificate will be shown on each 
copy of the invoice: 
"I certify that the above bill is correct and just and that 
payment therefor has not been received." 
The Contractor or his authorized representative will sign 
ONLY the original (ribbon typed copy, if typed). When the 
invoice is signed or receipted in the name of a company or 
corporation, the name of the person signing, as well as the ca-
pacity in which he signs, must appear. For example: "John 
Doe Company, by John Smith, Secretary," "Treasurer," or as 
the case may be. 
13. NO BID.-ln the event no bid is to be submitted, DO 
NOT return the invitation unless otherwise specified:. How-
ever a letter or post card should be sent to the issuing office advi~ing whether future invitations for the type of sup.plies or 
services covered by this invitation are desired. 
U. S. GOVERNMENT PRINTING OFFICE 16-60683-1 
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U. S. Standard Form No. 21 (Revised) 
Approved by the Secretary of tbe Treal!lll'Y 
April 6, 1987 
BID 
(CONSTRUCTION CONTRACT) 
Bid No. ---------------
Date --------------------------------------
To ---------- --------------·-----------------
I • 
1-' 
0 
1-' 
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#4 Bid Bond (Federal form - Construction and Supply) 
STANDARD FORM 24 
REVISED NOVEMBER 1950 
PRESCRIBED BY GENERAL 
SERVICES ADMINISTRATION 
GENERAL REGULATION NO . 5 
PRINCIPAL 
SURETY 
DATE BOND EXECUTED 
BID BOND 
(See Instructions on Reverse) 
PENAL SUM OF BOND (txPress in words andfigurts) DATE OF BID 
KNOW ALL MEN BY THESE PRESENTS, That we, the PRINCIPAL and SURETY above named, are held and firmly 
bound unto the United States of America, hereinafter called the Goverrunent, in the penal sum of the amount stated 
above, for the payment of which sum well and truly to be made, we bind ourselves, our heirs, executors, administrators, 
and successors, jointly and severally, firmly by these presents. 
THE CONDITION OF THIS OBLIGATION IS SUCH, that whereas the principal has submitted the accompanying 
bid, dated as shown above, for 
NOW THEREFORE, if the principal shall not withdraw said bid within the period specified therein after the opening 
of the same, or, if no period be specified, within sixty (60) days after said opening, and shall within the period speci-
fied therefor, or, if no period be specified, within ten (10) days after the prescribed forms are presented to him for 
signature, execute such further contractual documents, if any, as may be required by the terms of the bid as accepted, 
and give bonds with good and sufficient surety or sureties, as may be required, for the faithful performance and proper 
fulfillment of the resulting contract, and for the protection of all persons supplying labor and material in the prosecu-
tion of the work provided for in such contract, or in the event of the withdrawal of said bid within the period specified, 
or the failure to enter into such contract and give such bonds within the time specified, if the principal shall pay the 
Government the difference between the amount specified in said bid and the amount for which the Goverrunent may 
procure the required work, supplies, and services, if the latter amount be in excess of the former, then the above obli-
gation shall be void and of no effect, otherwise to remain in full force and virtue. 
IN WITNESS WHEREOF, the above-bounden parties have executed this instrument under their several seals on the 
date indicated above, the name and corporate seal of each corporate party being hereto affixed and these presents duly 
signed by its undersigned representative, pursuant to authority of its. governing body. 
In Presence of: 
WITNESS INDIVIDUAL PRINCIPAL 
I. __ ____ _________________________________ ___ ______________ ---------- as to -------------- ____ __________ _______________ --------- ____ ___ -· [SEA LJ 
2. _______________________________ - ----------- ___________ ____________ as to ____________ _____ --------- ______ ----------------- _________ __ . [SEA LJ 
3. ____ ------ ___________________ ______ ------ ____________ _____________ as to -------------- ______ ___ __ _ ------------------------------- _ -- · [SEAL) 
4. _ ---------- ___________ _____ ________ --------- ______________________ as to --------- _______________________ ___ ___ ____ ----------- _______ . [SEA LJ 
WITNESS INDIVIDUAL SURETY 
I. _____ ____ ___ ___ ________________________ ___ __ ____ __ _______ _________ as to ____________________________ ------- ____________ __________ ___ . [5 EA LJ 
2. 
---
Attest · 
Attest: 
STANDARD FORM 24 
NOVEMBER t 950 EDITION 
------
--------- ---------------- as to ---------------------- ~ ----- -- ------------------------------ - ISEALl 
--
CORPORATE PRINCIPAL 
BUSINESS ADDRESS 
BY 
AFFIX 
CORPORATE 
TITLE SEAL 
CORPORATE SURETY 
BUSINESS ADDRESS 
BY 
AFFIX 
I TITLE CORPORATE SEAL 
16-62910-1 
.-..•, -
The ~ate of premium on this bond is ---------'-------------------------- per thousand. 
Total amount of premium charged, $ _______________________________ _ 
(The above must be filled in by corporate surety) 
CERTIFICATE AS TO CORPORATE PRINCIPAL 
I, --------------------·-·····--------------------:. ________ _____ ________ ______________ , certify that I am the ·····----------------------------------- secretary 
of the corporation named as principal in the within bond; that -··----------------------------------·-··--------- -------------·----- -------• 
who signed the said bond on behalf of the principal, was then ---------------------------------·-··-··-··-··------·-------·--· of said 
.corporation; that I know his signature, and his signature thereto is genuine; and that said bond was duly 
signed, sealed, and attested for and in behalf of said corporation by authority of its governing body. 
[ 
CORPORATE ] 
-- -- ------- ----- --------------------------------------------------------- --- ---------- SEAL 
INSTRUCTIONS 
I. This form shall he used for construction work or the furnishing of supplies or services whenever a 
hid bond is required. There shall he no deviation from this form except as authorized by the General 
Services Administration. 
2. The surety on the bond may he any corporation authorized by the Secretary of the Treasury to act 
as surety, or two responsible individual sureties. Where individual sureties are used, this bond must he 
accompanied by a completed Affidavit of Individual Surety for each individual surety (Standard Form 28). 
3. The name, including full Christian name, and business or residence address of each individual party 
to the bond shall be inserted in the space provided therefor, and each such party shall sign the bond with 
his usual signature on the line opposite the scroll seal, and if signed in Maine or New Hampshire, an 
adhesive seal shall he affixed opposite the signature. 
4. If the principals are partners, their individual names shall appear in the space provided therefor, 
witli tlie- recital that llieyareparti:ters composing a firm, namingit, anil all the memh~of-the-:firm. _shan-
execute the bond as individuals. 
5. If the principal or surety is a corporation, the name of the State in which incorporated shall he 
inserted in the space provided therefor, and said instrument shall be executed and attested under the 
corporate seal as indicated in the form. If the corporation has no corporate seal the fact shall he stated, in 
which case a scroll or adhesive seal shall appear following the corporate name. 
6. The official character and authority of the person or persons executing the bond for the principal, if 
a corporation, shall be certified by the secretary or assistant secretary, according to the form herein pro-
vided. In lieu of such certificate there may be attached to the bond copies of so much of the records of 
the corporation as will show the official character and authority of the officer signing, duly certified by the 
secretary or assistant secretary, under the corporate seal, to be true copies. 
7. The date of this bond must not be prior to the date of the instrument in connection with which 
it is given. 
* U. S. GOVERNMENT PAINTING OFFICE 16--6291D-l 
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#5 Contract (Federal form - ~u 
L03 
Standard For:m 32 
Prescribed by General Services 
Administration, Nov. 1949 Edition GENERAL PROVISIONS 
(Supply Contract) 
1. DEFINITIONS 
As used throughout this contract, the following terms 
shall have the meanings set forth below: 
(a) 
(b) 
(c) 
The term "Secretary" means the Secretary, the 
Under Secretary, or any Assistant Secretary of 
the Department, and the head or any assistant 
head of the executive agency; and the term "his 
duly authorized representative" means any per-
son or persons or board (other than the Con-
tracting Officer) authorized to act for the 
Secretary. 
The term "Contracting Officer" means the per-
son executing this contract on behalf of the 
Government, and any other officer or civilian 
employee who is a properly designated Contract-
ing Officer; and the term includes, except as 
otherwise provided in this contract, the author-
ized representative of a Contracting Officer 
acting within the limits of his authority. 
Except as otherwise provided in this contract, 
the term "subcontracts" includes purchase 
orders under this contract. 
2. CHANGES 
The Contracting Officer may at any time, by a written 
order, and without notice to the sureties, make changes, 
within the general scope of this contract, in any one _or 
more of the following: (i) drawings, designs, or specifi-
cations, where the supplies to be furnished are to be 
specially manufactured for tJ;e Government _in accorda~~e 
therewith; (ii) method of shipment or packmg; a_nd (m) 
place of delivery. If any such change causes an mcrease 
or decrease in the cost of, or the time required for, per-
formance of this contract, an equitable adjustment shall 
be made in the contract price or delivery schedule, or 
both and the contract shall be modified in writing ac-
cordingly. Any claim by the Contractor for adjustment 
under this clause must be asserted within 30 days from 
the date of receipt by the Contractor of the notification 
of change: Provided, however, That the Contracting Offi-
cer, if he decides that the facts justify such action, may 
receive and act upon any such claim asserted at any time 
prior to final payment under this contract. Failure to 
agree to any adjustment shall be a dispute concerning a 
question of fact within the meaning of the clause of this 
contract entitled "Disputes." However, nothing in this 
clause shall excuse the Contractor from proceeding with 
the contract as changed. 
3. EXTRAS 
Except as otherwise provided in this contract, no pay-
ment for extras shall be made unless such extras and 
the price therefor have been authorized in writing by the 
Contracting Officer. 
4. VARIATION IN QUANTITY 
No variation in the quantity of any item called for 
by this contract will be accepted unless such variation 
has been caused by conditions of loading, shipping, or 
packing, or allowances in manufacturing processes, and 
then only to the extent, if any, specified elsewhere in 
this contract. 
5. INSPECTION 
(a) All supplies (which term throughout this clause 
includes without limitation raw materials, components, 
intermediate assemblies, and end products) shall be sub-ject to inspection and tes~ _by the Governm~nt, to .the ex-
tent practicable at all time~ and places m~ludmg the 
period of manufacture, and m any event pnor to final 
acceptance. 
Standard For:m 82 
Nov. 1949 Edition 
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(b) In case any supplies or lots of supplies are de-
fective in material or workmanship or otherwise not in 
conformity with the requirements of this contract, the 
Government shall have the right either to reject them 
(with or without instructions as to their disposition) or 
to require their correction. Supplies or lots of supplies 
which have been rejected or required to be corrected 
shall be removed or corrected in place, as requested by 
the Contracting Officer, by and at the expense of the Con-
tractor promptly after notice, and shall not again be 
tendered for acceptance unless the former tender and 
either the rejection or requirement of correction is dis-
closed. If the Contractor fails promptly to remove such 
supplies or lots of supnlies, when requested by the Con-
tracting Officer, and to proceed promptly with the re-
placement or correction thereof, the Government either 
(i) may by contract or otherwise replace or correct such 
supplies and charge to the Contractor the cost occasioned 
the Government thereby, or (ii) may terminate this con-
tract for default as provided in the clause of this contract 
entitled "Default." Unless the Contractor elects to cor-
rect or replace the supplies which the Government has 
a right to reject and is able to make such correction or 
replacement within the required delivery schedule, the 
Contracting Officer may require the delivery of such sup-
plies at a reduction in price which is equitable under 
the circumstances. Failure to agree to such reduction 
of price shall be a dispute concerning a question of fact 
within the meaning of the clause of this contract entitled 
"Disputes." 
(c) If any inspection or test is made by the Govern-
ment on the premises of the Contractor or a subcon-
tractor, the Contractor without additional charge shall 
provide all reasonable facilities and assistance for the 
safety and convenience of the Government inspectors in 
the performance of their duties. If Government inspec-
tion or test is made at a point other than the premises 
of the Contractor or a subcontractor, it shall be at the 
expense of the Government: Provided, That in case of 
rejection the Government shall not be liable for any re-
duction in value of samples used in connection with such 
inspection or test. All inspections and tests by the Gov-
ernment shall be performed in such a manner as not to 
unduly delay the work. The Government reserves the 
right to charge to the Contractor any additional cost of 
Government inspection and test when supplies are not 
ready at the time such inspection and test is requested by 
the Contractor. Final acceptance or rejection of the sup-
plies shall be made as promptly as practicable after de-
livery, except as otherwise provided in this contract; but 
failure to inspect and accept or reject supplies shall 
neither relieve the Contractor from responsibility for 
such supplies as are not in accordance with the contract 
requirements nor impose liability on the Government 
therefor. 
(d) The inspection and test by the Government of any 
supplies or lots thereof does not relieve the Contractor 
from any responsibility regarding defects or other fail-
ures to meet the contract requirements which may be 
discovered prior to final acceptance. Except as other-
wise provided in this contract, final acceptance shall be 
conclusive except as regards latent defects, fraud, or such 
gross mistakes as amount to fraud. 
(e) The Contractor shall provide and maintain an 
inspection system acceptable to the Government covering 
the supplies hereunder. Records of all inspection work 
by the Contractor shall be kept complete and available 
to the Government during the performance of this con-
tract and for such longer period as may be specified else-
where in this contract. 
6. RESPONSIBILITY FOR SUPPLIES 
Except as otherwise provided in this contract, (i) the 
Contractor shall be responsible for the supplies covered 
by this contract until they are delivered at the designated 
1~690-1 
delivery point, regardless of the point of inspection; and 
(ii) the Contractor shall bear all risks as to rejected 
supplies after notice of rejection. 
7 . PAY:~ENTS 
The Contractor shall be paid, upon the submission of 
properly certified invoices or vouchers, the prices stipu-
lated herein for supplies delivered and accepted or serv-
ices rendered and accepted, less deductions, if any, as 
herein provided. Unless otherwise specified, payment will 
be made on partial deliveries accepted by the Government 
when the amount due on such deliveries so warrants; or, 
when requested by the Contractor, payment for accepted 
partial deliveries shall be made whenever such payment 
would equal or exceed either $1,000 or 50 percent of the 
total amount of this contract. 
8. ASSIGNMENT OF CLAIMS 
(a) Pursuant to the provisions of the Assignment of 
Claims Act of 1940 (31 U.S. Code 203,41 U. S. Code.15), 
if this contract provides for payments aggregating $1,000 
or more, claims for moneys d"!le or to become due the Con-
tractor from the Government under this contract may be 
assigned to a bank, trust company, or other financing 
institution, including any Federal lending agency, and 
may thereafter be further assigned and reassigned to any 
such institution. Any such assignment or reassignment 
shall cover all amounts payable under this contract and 
not already paid, and shall not be made to more than one 
party, except that any such assignment or reassignment 
may be :made to one party as agent or trustee for two or 
more parties participating in such financing. Notwith-
standing any provision of this contract, payment to an 
assignee of any claim under this contract shall not be 
subject to reduction or set-off for any indebtedness of 
the Contractor to the Government arising independently 
of this contract. (The preceding sentence applies only 
if this contract is with a military department.) 
(b) In no event shall copies of this contract or of 
any plans, specifications, or other similar documents 
relating to work under this contract, if marked "Top 
Secret" "Secret," "Confidential," or "Restricted," be fur-
nished' to any assignee of any claim arising under this 
contract or to any other person not entitled to receive 
the same: Provided, That a copy of any part or all of 
this contxact so marked may be furnished, or any informa-
tion contained therein may be disclosed, to such assignee 
upon the prior written authorization of the Contracting 
Officer. 
9. ADDITIONAL BOND SECURITY 
If any surety upon any bond furnished in connection 
with this contract becomes unacceptable to the Govern-
ment, or if any such surety fails to furnish reports as 
to his financial condition from time to time as requested 
by the Government, the Contractor shall promptly fur-
nish such additional security as may be required from 
time to time to protect the interests of the Government 
and of persons supplying labor or materials in the prose-
cution of the work contemplated by this contract. 
10. FEDEI~AL, STATE, AND LOCAL TAxES 
(a) Definitions.-As used throughout this clause, the 
following terms shall have the meanings set forth below: 
(i) The term "direct tax" means any ~ax or duty 
directly applicable to the completed supplies or serv-
ices <:overed by this contract, or any _other tax O! du~y 
from which the Contractor or this transactiOn IS 
exempt. It inc~udes an¥ tax or du.ty directly _ap-
plicable to the ImportatiOn, productiOn, processmg, 
manufacture, construction, sale, or use of suc]l sup-
plies or services; it also includes any tax ~eVIed on, 
with respect to, or measured by sales, receipts from 
sales, or use of the supplies or services covered by 
this contract. The term does not include transpor-
tation taxes, unemployment compensation taxes, 
social security taxes, income taxes, excess-profits 
taxes, capital stock taxes, property taxes, and such 
other taxes as are not within the definition of the 
2 
term "direct tax" as set forth above in this para-
graph. 
(ii) The term "contract date" means the effective 
date of this contract if it is a negotiated contract, 
or the date set for the opening of bids if it is a 
contract entered into as a result of formal adver-
tising. 
(b) Federal Taxes.- Except as may be otherwise pro-
vided in this contract, the contract price includes all 
applicable Federal taxes in effect on the contract date. 
(c ) State or Local Taxes.-Except as may be other-
wise provided in this contract, the contract price does 
not include any State or local direct tax in effect on 
the contract date. 
(d) Evidence of Exemption.-The Government agrees, 
upon request of the Contractor, to furnish a tax exemp-
tion certificate or other similar evidence of exemption 
with respect to any direct tax not included in the con-
tract price pursuant to this clause; and the Contractor 
agrees, in the event of the refusal of the applicable taxing 
authority to accept such evidence of exemption, (i) 
promptly to notify the Contracting Officer of such refusal, 
(ii) to cause the tax in question to be paid in such manner 
as to preserve all rights to refund thereof, and (iii) if 
so directed by the Contracting Officer, to take all neces-
sary action, in cooperation with and for the benefit of the 
Government, to secure a refund of such tax (in which 
event the Government agrees to reimburse the Contractor 
for any and all reasonable expenses incurred at its 
direction). 
(e) Price Adjustment.-If, after the contract date, the 
Federal Government or any State or local government 
either (i) imposes or increases (or removes an exemption 
with respect to) any direct tax, or any tax directly appli-
cable to the materials or components used in the manu-
facture or furnishing of the completed supplies or serv-
ices covered by this contract, or (ii) refuses to accept the 
evidence of exemption, furnished under paragraph (d) 
hereof, with respect to any direct tax excluded from the 
contract price, and if under either (i) or (ii) the Con-
tractor is obliged to and does pay or bear the burden of 
any such tax (and does not secure a refund thereof), the 
contract price shall be correspondingly increased. If, 
after the contract date, the Contractor is relieved in whole 
or in part from the payment or the burden of any direct 
tax included in the contract price, or any tax directly 
applicable to the materials or components used in the 
manufacture or furnishing of the completed supplies ol· 
services covered by this contract, the Contractor agrees 
promptly to notify the Contracting Officer of such relief, 
and the contract price shall be correspondingly decreased 
or the amount of such relief paid over to the Government. 
Invoices or vouchers covering any increase or decrease in 
contract price pursuant to the provisions of this para-
graph shall state the amount thereof, as a separate added 
or deducted item, and shall identify the particular tax 
imposed, increased, eliminated, or decreased. 
(f) Refund or Drawback.-!£ any tax or duty has 
been included in the contract price or the price as adjusted 
under paragraph (e) of this clause, and if the Contractor 
is entitled to a refund or drawback by reason of the ex-
port or re-export of supplies covered by this contract, or of 
materials or components used in the manufacture or fur-
nishing of the completed supplies or services covered by 
this contract, the Contractor agrees that he will promptly 
notify the Contracting Officer thereof and that the amoun~ 
of any such refund or drawback obtained will be paid 
over to the Government or credited against amounts due 
from the Government under this contract: Provided, how-
ever, That the Contractor shall not be required to apply 
for such refund or drawback unless so requested by the 
Contracting Officer. 
11. DEFAULT 
(a) The Government may, subject to the provisions of 
paragraph (b) below, by written Notice of Default to the 
16~0696-1 
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Contractor terminate the whole or any part of this con-
tract in any one of the following circumstances: 
(i) if the Contractor fails to make delivery of the 
supplies or to perform the services within the time 
specified herein or any extension thereof; or 
(ii) if the Contractor fails to perform any of the 
other provisions of this contract, or so fails to make 
progress as to endanger performance of this contract 
in accordance with its terms, and in either of these 
two circumstances does not cure such failure within a 
period of 10 days (or such longer period as the Con-
tracting Officer may authorize in writing) after re-
ceipt of notice from the Contracting Officer specifying 
such failure. 
(b) The Contractor shall not be liable for any excess 
costs if any failure to perform the contract arises out of 
causes beyond the control and without the fault or negli-
gence of the Contractor. Such causes include, but are 
not restricted to, acts of God or of the public enemy, acts 
of the Government, fires, floods, epidemics, quarantine 
restrictions, strikes, freight embargoes, unusually severe 
weather, and defaults of subcontractors due to any of such 
causes unless the Contracting Officer shall determine that 
the supplies or services to be furnished by the subcon-
tractor were obtainable from other sources in sufficient 
time to permit the Contractor to meet the required delivery 
schedule. 
(c) In the event the Government terminates this con-
tract in whole or in part as provided in paragraph (a) of 
this clause, the Government may procure, upon such terms 
and in such manner as the Contracting Officer may deem 
appropriate, supplies or services similar to those so ter-
minated, and the Contractor shall be liable to the Govern-
ment for any excess costs for such similar supplies or 
services, Provided, That the Contractor shall continue the 
performance of this contract to the extent not terminated 
under the provisions of this clause. 
(d) If this contract is terminated as provided in para-
graph (a) of this clause, the Government, in addition to 
any other rights provided in this clause, may require the 
Contractor to transfer title and deliver to the Govern-
ment, in the manner and to the ext ent directed by the 
Contracting Officer, (i) any completed supplies, and (ii) 
such partially completed supplies and materials, parts, 
tools, dies, jigs, fixtures, plans, drawings, information, 
and contract rights (hereinafter called "manufacturing 
materials") as the Contractor has specifically produced 
or specifically acquired for the performance of such part 
of this contract as has been terminated; and the Con-
tractor shall, upon direction of the Contracting Officer, 
protect and preserve property in possession of the Con-
tractor in which the Government has an interest. The 
Government shall pay to the Contractor the contract price 
for completed supplies delivered to and accepted by the 
Government, and the amount agreed upon by the Con-
tractor and the Contracting Officer for manufacturing 
materials delivered to and accepted by the Government 
and for the protection and pl'eservation of property. 
Failure to agree shall be a dispute concerning a question 
of fact within the meaning of the clause of this contract 
entitled "Disputes." 
(e) If, after notice of termination of this contract 
under the provisions of paragraph (a) of this clause, it is 
determined that the failure to perform this contract is due 
to causes beyond the control and without the fault or 
negligence of the Contractor pursuant to the provisions 
of paragraph (b) of this clause, such Notice of Default 
shall be deemed to have been issued pursuant to the clause 
of this contract entitled "Termination for Convenience of 
the Government," and the rights and obligations of the 
pal'ties hereto shall in such event be governed by such 
clause. (Ex cept as oth~rwise P":ovid.ed in this ~ont;act, 
this paragmph ( e ) appltes only tf th'/,8 contract 1,8 wtth a 
military department.) 
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. (f) .The ~ights and remedies of the G?vernment pro-
Vlded m this clause shall not be exclus1ve and are in 
addition to any other rights and remedies provided by law 
or under this contract. 
12. DISPUTES 
Except as otherwise provided in this contract, any dis-
pute concerning a question of fact arising under this con-
tract which is not disposed of by agreement shall be 
decided by the Contracting Officer, who shall reduce his 
decision to writing and mail or otherwise furnish a copy 
thereof to the Contractor. Within 30 days from the date 
of ;r~ceipt of sucl} copy, .th~ Contractor may appeal by 
mall1.ng or otherWise furmshing to the Contracting Officer 
a. wntten appeal addressed.to the Secretary, and the deci-
Sion of the Secretary or his duly authorized representa-
tive for the hearing of such appeals shall be final and 
conclusive: Provided, That if no such appeal is taken the 
decision of the Contracting Officer shall be final and 'con-
clusive. In connection with any appeal proceeding under 
this. clause, the Contractor shall be afforded an oppor-
tumty to be heard and to offer evidence in support of its 
appeal. Pending final decision of a dispute hereunder 
the Contractor shall proceed diligently with the perform~ 
ance of the contract and in accordance with the Contract-
ing Officer's decision. 
13. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGE-
MENT 
(a) The Contl'actor agrees to report to the Contract-
ing Officer, promptly and in reasonable written detail 
each claim of patent infringement based on the perform~ 
ance of this contract and asserted against it, or against 
any of its subcontractors if it has notice thereof. 
(b) In the event of litigation against the Govel'nment 
on account of any claim of infringement al'ising out of the 
performance of this contract or out of the use of any sup-
plies ful'nished or construction work performed hereun-
der, the Contractor agrees that it will furnish to the 
Govel'nment, upon request, all evidence and information 
in its possession pel'taining to the defense of such litiga-
tion. Such information shall be furnished at the expense 
of the Government except in those cases in which the 
Contractor has agreed to indemnify the Government 
against the claim being asserted. 
14. BUY AMERICAN AcT 
The Contractol' agrees that there will be delivered under 
this contract only such unmanufactured articles, mate-
rials, and supplies (which term "articles, materials, and 
supplies" is hereinafter referred to in this clause as "sup-
plies") as have been mined or produced in the United 
States, and only such manufactured supplies as have 
been manufactured in the United States substantially all 
from supplies mined, produced, or manufactured, as the 
case may be, in the United States. Pursuant to the Buy 
American Act ( 41 U. S. Code 10a-c), the fol'egoing pro-
vision shall not apply (i) with respect to supplies excepted 
by the Secretary from the application of that Act, (ii) 
with respect to supplies for use outside the United 
States, (iii) with respect to the supplies to be delivered 
under this contract which are of a class or kind deter-
mined by the Secretary or his duly authorized representa-
tive not to be mined, produced, or manufactured, as the 
case may be, in the United States in sufficient and rea-
sonably available commercial quantities and of a satis-
factory 9uality, or (iv) with res)?ect to such supplies, 
from which the supplies to be dehvered under this con-
tract are manufactured, as are of a class or kind deter-
mined by the Secretary or his duly authorized representa-
tive not to be mined, produced, or manufactured, as the 
case may be, in the United States in sufficient and rea-
sonably available commercial quantities and of a satis-
factory quality, provided that this exception (iv) shall 
not permit delivery of supplies manufactured outside 
the United States if such supplies are manufactured in 
the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality. 
-1~0696-1 
15. CONVIL'T LABOR 
In conne.ction with the performance of work under this 
contract, the Contractor agrees not to employ any person 
undergoing sentence of imprisonment at hard labor. 
16. EIGHT··HOUR LAW OF 1912 
This contract, to the extent that it is of a character 
specified in the Eight-Hour Law of 1912 as amended ( 40 
U. S. Code 324-326) and is not covered by the Walsh-
Healey Public Contracts Act ( 41 U. S. Code 35-45), is 
subject to the following provisions and exceptions of said 
Eight-Hour Law of 1912 as amended, and to all other 
provisions and exceptions of said Law: 
No laborer or mechanic doing any part of the work 
c0nternplated by this contract, in the employ of the 
Contractor or any subcontractor contracting for any 
part of the said work, shall be required or permitted 
to work more than eight hours in any one calendar 
day upon such work, except upon the condition that 
compensation is paid to such laborer or mechanic in 
accordance with the provisions of this clause. The 
wages of every such laborer and mechanic employed 
by the Contractor or any subcontractor engaged in 
the performance of this contract shall be computed 
on a basic day rate of eight hours per day; and work 
in excess of eight hours per day is permitted only 
upon the condition that every such laborer and me-
chanic shall be compensated for all hours worked in 
excesB of eight hours per day at not less than one and 
one-half times the basic rate of pay. For each viola-
tion of the requirements of this clause a penalty of 
five dollars shall be imposed upon the Contractor for 
each such laborer or mechanic for every calendar day 
in which such employee is required or permitted to 
labor more than eight hours upon said work without 
receiving compensation computed in accordance with 
this dause; and all penalties thus imposed shall be 
withheld for the use and benefit of the Government. 
17. WALSH-HEALEY PUBLIC CONTRACTS ACT 
If this eontract is for the manufacture or furnishing of 
materials, supplies, articles, or equipment in an amount 
U.S. GOVERNMENT PRINTING OFFICE 
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which exceeds or may exceed $10,000 and is othenvise 
subject to the Walsh-Healey Public Contracts Act as . 
amended (41 U. S. Code 35-45), there are hereby incor-
porated by reference all representations and stipulations 
required by said Act and regulations issued thereunder 
by the Secretary of Labor, such representations and stipu-
lations being subject to all applicable rulings and inter-
pretations of the Secretary of Labor which are now or 
may hereafter be in effect. 
18. NONDISCRIMI~ATION IN EMPLOYMENT 
In connection with the performance of work under this 
contract, the Contractor agrees not to discriminate against 
any employee or applicant for employment because of 
race, creed, color, or national origin; and further agrees 
to insert the foregoing provision in all subcontracts here-
under except subcontracts for standard commercial sup-
plies or for raw materials. 
19. OFFICIALS NOT To BENEFIT 
No member of or delegate to Congress, or resident com-
missioner, shall be admitted to any share or part of this 
contract, or to any benefit that may arise therefrom; but 
this provision shall not be construed to extend to this con-
tract if made with a corporation for its general benefit. 
20. COVENANT AGAINST CONTINGENT FEES 
The Contractor warrants that no person or selling 
agency has been employed or retained to solicit or secure 
this contract upon an agreement or understanding for a 
commission, percentage, brokerage, or contingent fee, 
excepting bona fide employees or bona fide established 
commercial or selling agencies maintained by the Con-
tractor for the purpose of securing business. For breach 
or violation of this warranty the Government shall have 
the right to annul this contract without liability or in its 
discretion to deduct from the contract price or considera-
tion the full amount of such commission, percentage, 
brokerage, or contingent fee. 
16--6069~-1 
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(1) 1&-
CONTRACT FOR CONSTRUCTION 
i <!!nntra:rt, entered into this day of , 19 , by 
rED STATES OF AMERICA, hereinafter called the Government, represented by the contracting 
ecuting this contract, and 
ttion organized and existing under the laws of the State of 
·ship consistin2' of 
dual trading as 
y of in the State of 
;er called the c<mtractor, witnesseth that the parties hereto do mutually agree as follows: 
rcLE 1. Statement of work.-The contractor shall furnish the materials, and perform the 
)nsideration of 
accordance with the specifications, schedules, and drawings, all of which are made a part 
1d designated as follows: 
~ work shall be commenced 
1 be completed 
(2) 16-17412-2 
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ARTICLE 2. Specifications and drawings.-The con-
tractor shall keep on the work a copy of the drawings 
and specifications and shall at all times give the contract-
ing officer access thereto. Anything mentioned in the 
specifications and not shown on the drawings, or shown 
on the drawings and not mentioned in the specifications, 
shall be of like effect as if shown or mentioned in both. In 
case of difference between drawings and specifications, 
the specifications shall govern. In any case of discrep-
ancy in the figures, drawings, or specifications, the matter 
shall be immediately submitted to the contracting officer, 
without whose decision said discrepancy shall not be ad-
justed by the contractor, save only at his own risk and 
expense. The contracting officer shall furnish from time 
to time such detail drawings and other information as he 
may consider necessary, unless otherwise provided. 
ARTICLE 3. Changes.-The contracting officer may at 
any time, by a written order, and without notice to the 
sureties, make changes in the drawings and/ or specifica-
tions of this contract and within the general scope thereof. 
If such changes cause an increase or decrease in the 
amount due under this contract, or in the time required 
for its performance, an equitable adjustment shall be 
made and the contract shall be modified in writing accord-
ingly. No change involving an estimated increase or 
decrease of more than Five Hundred Dollars shall be 
ordered unless approved in writing by the head of the 
department or his duly authorized representative. Any 
claim for adjustment under this article must be asserted 
within 10 days from the date the change is ordered: Pro-
vided, however, That the contracting officer, if he deter-
mines that the facts justify such action, may receive and 
consider, and with the approval of the head of the depart-
ment or his duly authorized representative, adjust any 
such claim asserted at any time prior to the date of final 
settlement of the contract. If the parties fail to agree 
upon the adjustment to be made the dispute shall be de-
termined as provided in article 15 hereof. But nothing 
provided in this article shall excuse the contractor from 
proceeding with the prosecution of the work so changed. 
ARTICLE 4. Changed conditions.-Should the contractor 
encounter, or the Government discover, during the prog-
ress of the work subsurface and/ or latent conditions at 
the site materially differing from those shown on the 
drawings or indicated in the specifications, or unknown 
conditions of an unusual nature differ ing materially from 
those ordinarily encountered and generally recognized as 
inhering in work of the character provided for in the 
plans and specifications, the attention of the contracting 
officer shall be called immediately to such conditions be-
fore they are disturbed. The contracting officer shall 
thereupon promptly investigate the conditions, and if he 
finds that they do so materially differ the contract shall, 
with the written approval of the head of the department 
or his duly authorized representative, be modified to 
provide for any increase or decrease of cost and/ or dif-
ference in time resulting from such conditions. 
ARTICLE 5. Extras.-Except as otherwise herein pro-
vided, no charge for any extra work or material will 
b~ allowed unless the same has been ordered in writing 
by the contracting officer and the price stated in such 
order. 
[CoNSTRUCTION 
ARTICLE 6. lnspection.-(a) All material 
manship (if not otherwise designated by th• 
tions) shall be subject to inspection, examir 
test by Government inspectors at any and all 
ing manufacture and/ or construction and a 
all places where such manufacture and/ or c• 
are carried on. The Government shall have t 
reject defective material and workmanship 
its correction. Rejected workmanship shall b 
torily corrected and rejected material shall b 
torily replaced with proper material without ch. 
for, and the contractor shall promptly seg1 
remove the rejected material from the premis 
contractor fails to proceed at once with the repl 
rejected material and / or the correction of defe, 
manship the Government may, by contract or 
replace such material and/ or correct such we 
and charge the cost thereof to the contract< 
terminate the right of the contractor to proc1 
vided in article 9 of this contract, the contracto 
ty being liable for any damage to the same 
provided in said article 9 for terminations the1 
(b) The contractor shall furnish prompt 
additional charge, all reasonable facilities, 
materials necessary for the safe and convenient 
and test that may be required by the inspe 
inspection and tests by the Government sh~ 
formed in such manner as not unnecessarily t• 
work. Special, full size, and performance tes 
as described in the specifications. The contr 
be charged with any additional cost of inspe· 
material and workmanship is not ready a1 
inspection is required by the contractor. 
(o) Should it be considered necessary or a( 
the Government at any time before final. ace 
the entire work to make an examination of we 
completed, by removing or tearing out sam1 
tractor shall on request promptly furnish all 
facilities, labor, and material. If such work • 
be defective in any material respect, due to f 
contractor or his subcontractors, he shall def 
expenses of such examination and of satisfac· 
struction. If, however, such work is found t 
requirements of the contract, the actual cost o• 
material necessarily involved in ·the examil 
replacement, plus 15 percent, shall be allowe 
tractor and he shall, in addition, if complet 
work has been delayed thereby, be granted 
extension of time on account of the addit 
involved. 
(d) Inspection of material and finished ar 
incorporated in the work at the site shall l 
the place of production, manufacture, or shipn 
ever the quantity justifies it, unless otherwis 
the specifications; and such inspection and 
unless otherwise stated in the specification: 
final, except as regards latent defects, depar 
specific requirements of the contract and th 
tions and drawings made a part thereof, darn 
in transit, fraud, or such gross mistakes as 
(3) 
1ject to the requirements contained in the 
mtence, the inspection of material and work-
: final acceptance as a whole or in part shall 
;he site. 
. Materials and workmanship.-Unless other-
~ally provided for in the specifications, all 
p, equipment, materials, and articles incor-
;he work covered by this contract are to be of 
Lde of their respective kinds for the purpose. 
pment, materials, or articles are referred to 
fications as "equal to" any particular stand-
ltracting officer shall decide the question of 
'he contractor shall furnish to the contracting 
lis approval the name of the manufacturer 
y, mechanical and other equipment which he 
3 incorporating in the work, together with 
m.anoe capacities and other pertinent informa-
l required by the specifications, or when 
y the contracting officer, the contractor shall 
contracting officer for approval full infor-
:erning the materials or articles which he 
s incorporating in the work. Samples of 
hall be submitted for approval when so 
[achinery, equipment, materials, and articles 
used without such approval shall be at the 
~quent rejection. The contracting officer may 
contractor to remove from the work such 
l the contracting officer deems incompetent, 
subordinate, or otherwise objectionable, or 
nued employment on the work is deemed by 
ing officer to be contrary to the public interest. 
g, Superintendence by contractor.-The con-
11 give his personal superintendence to the 
ve a competent foreman or superintendent, 
· to the contract ing officer, on the work at all 
~ progress, with author ity to act for him. 
9. Delays-Damages.-!£ the contractor re-
ils to prosecute the work, or any separable 
[, with such diligence as will insure its com-
lin the time specified in article 1, or any 
1ereof, or fails to complete said work within 
the Government may, by written notice to 
ror, terminate his right ·to proceed with the 
:h part of the work as to which there has 
In such event the Government may take over 
nd prosecute the same to completion, by con-
herwise, and the contr actor and his sureties 
ble to the Government for any excess cost 
;he Government thereby. If the contractor's 
>ceed is so terminated, the Government ma,y 
sion of and utilize in completing the wor k 
ials, appliances, and plant as may be on the 
work and necessary therefor. If the Govern-
not terminate the right of the contractor to 
' contractor shall continue the work, in which 
.1 be impossible to determine the actual dam-
~ delay and in lieu thereof the contractor shall 
Government as fixed, agreed, and liquidated 
r each calendar day of delay until the work is 
>r accepted the amount as set forth in t.he 
ts or accompanying papers and the contractor 
eties shall be liable for the amount thereof: 
:hat the right of the contractor to proceed 
~ terminated or the contractor charged with 
(4) 
liquidated damages because of any delays in the comple-
tion of the work due to unforeseeable causes beyond the 
control and without the fault or negligence of the con-
tractor, including, but not restricted to, acts of God, or 
of the public enemy, acts of the Government, acts of 
another contractor in the performance of a contract with 
the Government, fires, floods, epidemics, quarantine re-
strictions, strikes, freight embargoes, and unusually 
severe weather or delays of subcontractors due to such 
causes, if the contractor shall within 10 days from the 
beginning of any such delay (unless the contracting 
officer, with the approval of the head of the department 
or his duly authorized representative, shall grant a 
further period of time prior to the date of final settlement 
of the contract) notify the contracting officer in writing 
of the causes of delay, who shall ascertain the facts and 
the extent of the delay and extend the time for com-
pleting the work when in his judgment the findings of 
fact justify such an extension, and his findings of fact 
thereon shall be final and conclusive on the parties hereto, 
subject only to appeal, within 30 days, by the contractor 
to the head of the department concerned or his duly 
authorized repr~sentative, whose decision on such appeal 
as to the facts of delay and the extension of time for 
completing the work shall be final and conclusive on 
the parties hereto. 
ARTICLE 10. Permits and responsibility for work.-The 
contractor shall, without additional expense to the Gov-
ernment, obtain all required licenses and permits and be 
responsible for all damages to persons or property that 
occur as a result of his fault or negligence in connection 
with the prosecution of the work, and shall be responsible 
for all materials delivered and work performed until 
completion and final acceptance. Upon completion of 
the contract the work shall be delivered complete and 
undamaged. 
ARTICLE 11. Eight-hour law-Overtime compensation-
Convict labor.-(a) No laborer or mechanic doing any 
part of the work contemplated by this contract, in the 
employ of the contractor or any subcontractor contracting 
for any part of said work contemplated, shall be r equired 
or permitted to work more than eight hours in any one 
~alendar day upon such work at the site thereof, except 
upon the condition that compensation is paid to such 
laborer or mechanic in accordance with the provisions of 
this article. The wages of every laborer and mechanic 
employed by the contractor or any subcontractor engaged 
in the performance of this contract shall be computed on 
a basic day rate of eight hours per day and work in 
excess of eight hours per day is permitted only upon the 
condition that every such laborer and mechanic shall be 
compensated for all hours worked in excess of eight 
hours per day at not less than one and one-half times the 
basic rate of pay. For each violation of the r equirements 
of this article a penalty of five dollars shall be imposed 
upon the contractor for each laborer or mechanic for 
every calendar day in which such employee is required or 
permitted to labor more than eight hours upon said 
work without receiving compensation computed in accord-
ance with this article, and all penalties thus imposed shall 
be withheld for the use and benefit of the Government: 
Provided, That this stipulation shall be subject in all 
respects to the exceptions and provisions of U. S. Code, 
title 40, sections 321, 324, 325, 325a, and 326, relating 
tl0-174.12-2 
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to hours of labor and compensation for overtime. 
(b) The contractor shall not employ any person under-
going sentence of imprisonment at hard labor. 
ARTICLE 12. Covenant against contingent fees.-The 
contractor warrants that he has not employed any person 
to solicit or secure this contract upon any agreement for 
a commission, percentage, brokerage, · or contingent fee. 
Breach of this warranty shall give the Government the 
right to terminate the contract, or, in its discretion, to 
deduct from the contract price or consideration the 
amount of such commission, percentage, brokerage, or 
contingent fees. This warranty shall not apply to com-
missions payable by contractors upon contracts or sales 
secured or made through bona fide established commer-
cial or selling agencies maintained by the contractor for 
the purpose of securing business. 
ARTICLE 13. Other contracts.-The Government may 
award other contracts for additional work, and the con-
tractor shall fully cooperate with such other contractors 
and carefully fit his own work to that provided under 
other contracts as may be directed by the contracting 
officer. The contractor shall not commit or permit any 
act which will inte1·fere with the performance of work by 
any other contractor. 
ARTICLE 14. Officials not to benefit.-No Member of or 
Delegate to Congress, or Resident Commissioner, shall 
be admitted to any share or part of this contract or to 
any benefit that may arise therefrom, but this provision 
shall not be construed to extend to this contract if made 
with a corporation for its general benefit. 
ARTICLE 15. Disputes.-Except as otherwise specifi-
cally provided in this contract, all disputes concerning 
questions of fact arising under this contract shall be 
decided by the contracting officer subject to written appeal 
by the contractor within 30 days to the head of the 
department concerned or his duly authorized representa-
tive, whose decision shall be final and conclusive upon the 
parties thereto. In the meantime the contractor shall 
diligently proceed with the work as directed. 
ARTICLE 16. Payments to contractors.-(a) Unless 
otherwise provided in the specifications, partial payments 
will be made as the work progresses at the end of each 
calendar month, or as soon thereafter as practicable, on 
estimates made and approved by the contracting officer. 
In preparing estimates the material delivered on the 
site and preparatory work done may be taken into 
consideration. 
{b) In making such partial payments there shall be 
retained 10 percent on the estimated amount until final 
completion and acceptance of all work covered by the 
contract: Provided, howeve1·, That the contracting officer, 
at any time after 50 percent of the work has been com-
pleted, if he finds that satisfactory progress is being 
made, may make any of the remaining partial payments 
in full: And provided further, That on completion and 
acceptance of each separate building, vessel, public work, 
or other division of the contract, on which the price is 
stated separately in the contract, payment may be made 
in full, including retained percentages thereon, less au-
thorized deductions. 
[CONSTRUCTION 
(o)' All material and w!lrk covered by 1 
ments made shall thereupon become the sole 
the Government, but this provision shall not l 
as relieving the contractor from the sole r1 
for all materials and work upon which pa~ 
been made or the restoration of any damaged 
a waiver of the right af the Government to 
fulfillment of all of the terms of the contract. 
(d) Upon completion and acceptance of ~ 
quired hereunder, the amount due the contr. 
this contract will be paid upon the presen 
properly executed and duly certified vouch• 
after the contractor shall have furnished the ' 
with a release, if required, of all claims agah 
ernment arising under and by virtue of th 
other than such claims, if any, as may be 
excepted by the contractor from the opera 
release in stated amounts to be set forth ther 
ARTICLE 17. Rate of wages.-(In accordar. 
act of August 30, 1935, 49 Stat. 1011, as arne 
act of June 15, 1940, 54 Stat. 399 (U. S. Co 
sees. 276a and 276a-1), this article shall appl: 
tract is in excess of $2,000 in amount and is 
struction, alteration, and/or repair, includi: 
and decorating, of a public building or public · 
the geographical limits of the States of the 
Territory of Alaska, the Territory of Hawaii, 
trict of Columbia.) 
(a) The contractor or his subcontractor s: 
mechanics and laborers employed directly UJ 
of the work, unconditionally and not less ofte 
a week, and without subsequent deduction o 
any account, the full amounts accrued at ti 
ment, computed at wage rates not less than 1 
in the specifications, regardless of any contr 
tionship which may be alleged to exist betw~ 
tractor or subcontractor and such laborers and 
and the scale of, wages to be paid shall be pc 
contractor in a prominent and easily accessi' 
the site of the work. The contracting office1 
the right to withhold from the contractor , 
accrued payments as may be considered necef 
contracting officer to pay to laborers and me 
ployed by the contractor or any subcontrao 
work the difference between the rates of wa~ 
by the contract to be paid laborers and mech: 
work and the rates of wages received by su 
and mechanics and not refunded to the cont 
contractors, or their agents. 
(5) 
(b) In the event it is found by the contra 
that any laborer or mechanic employed by tho 
or any subcontractor directly on the site o 
covered by the contract has been or is being 
of wages less than the rate of wages requ 
contract to be paid as aforesaid, the GoverJ 
by written notice to the contractor, terminate 
proceed with the work or such part of the 
which there has been a failure to pay sa 
wages and prosecute the work to completion 
or otherwise, and the contractor and his su 
be liable to the Government for any excess 
sioned the Government thereby. 
·egulations of the Secretary of Labor, re-
article 19 hereof, allow certain "permissible 
from the wages required by this article to be 
3. Domestic. preference.-In the performance 
covered by this contract the contractor, sub-
material men or suppliers shall use only 
ufactured articles, materials, and supplies 
. mined or produced in the United States, and 
anufactured articles, materials, and supplies 
L manufactured in the United States substan-
m articles, materials, or supplies mined, pro-
lanufactured, as the case may be, in the 
~s. The foregoing provision shall not apply 
des, materials, or supplies of the class or 
1sed or such articles, materials, or supplies 
they are manufactured, as are not mined, 
: manufactured, as the case may be, in the 
~s in sufficient and reasonably available com-
ntities and of a satisfactory quality, or to 
>, materials, or supplies as may be excepted 
of the department under the proviso of title 
3, of the act of March 3, 1933, 47 Stat. 1520 
title 41, sec. lOb). 
9. Nonrebate of wages.-The contractor shall 
L the regulations of the Secretary of Labor 
the act of June 13, 1934, 48 Stat. 94S (U. S. 
0, sees. 276b and 276c), and any amendments 
or modifications thereof, shall cause appropriate provi-
sions to be inserted in subcontracts to insure compliance 
therewith by all subcontractors subject thereto, and shall 
be responsible for the submission of affidavits required of 
subcontractors thereunder, except as the Secretary of 
Labor may specifically provide for reasonable limitations, 
variations, tolerances, and exemptions from the require-
ments thereof. 
ARTICLE 20. Additional security.-Should any surety 
upon any bond furnished in connection with this contract 
become unacceptable to the Government, or if any such 
surety shall fail to furnish reports as to his financial 
condition from time to time as requested by the Govern-
ment, the contractor must promptly furnish such addi-
tional security as may be required from time to time to 
protect the interests of the Government or of persons 
supplying labor or materials in the prosecution of the 
work contemplated by the contract. 
ARTICLE 21. Definitions.-(a) The term "head of the 
department" as used herein shall mean the head or any 
assistant head of the executive department or independent 
establishment involved, and the term "his duly authorized 
representative" shall mean any per son authorized to 
act for him other than the contracting offic.er. 
(b) The term "contracting officer" as used herein shall 
include his duly appointed successor or his authorized 
representative. 
22. Alterations.-The following changes were made in this contract before it was signed by the parties 
(6) 
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(CoNSTRUCTION 
IN WITNESS WHEREOF, the parties hereto have executed this contract as of the day 
first above written. 
THE UNITED STATES OF AMERH 
By-------------------------------------------------------------
(Official title) 
Two witnesses: 
----------------------------------------------------------.I 
C« 
- - ------ ---------------- ------------ - -- - ---.--~-------- -------
(Business address) 
I, , certify that I am the 
secretary of the corporation named as contract« 
that 
who signed this contract on behalf of the contractor, was then 
of said corporation; that said COil 
duly signed for and in behalf of said corporatio~ by authority of its governing body, and 
the scope of its corporate powers. 
- ---------------------------------------------------------------------
[
CI 
I hereby certify that, to the best of my knowledge and belief, based upon observ 
inquiry, who signed this contr~ 
had authority to execute the same, 
individual who signs similar contracts on behalf of this corporation with the public gene 
Contractin: 
This contract is authorized by the acts of 
(7) 1( 
DIRECTIONS FOR PREPARATION OF CONTRACT 
rorm shall be used for every formal contract, except contracts on a cost-plus basis, for the construction or 
1lic buildings or works, but its use will not be required in foreign countries. 
shall be no deviation from this standard contract form, except as provided for in these directions, as 
LUthorized by law, or as authorized by the Director oi Procurement. Where interlineations, deletions, 
other alterations are permitted, specific notation of those made shall be entered in the blank space 
article entitled "Alterations" before signing. This article is not to be construed as general authority to 
the standard form. Deletion of the descriptive matter not applicable in the preamble need not be noted 
entitled "Alterations." 
lank space of article 1 is intended for the insertion of a statement of the work to be done, together with 
ormance, or for the enumeration of papers which contain the necessary data . 
. s deemed necessary to include an article on patents, the Invitation to Bidders shall so state and the 
icle be used : 
ARTICLE ---------· Patents.-The contractor .shall hold and save the Government, its officers, agents, 
ants, and employees, harmless from liability of any nature or kind, including costs and expenses, for or 
.ccount of any patented or unpatented invention, article, or appliance manufactured or used in the per-
lance of this contract, including their use by the Government. 
ny patent or patents are to be excepted from the operation of this article, such exceptions will be 
;ated, by reference to the patent number, date of issue and name of patentee, in a proviso to be added to 
e only one payment is contemplated, upon completion of the contract, all except paragraph (d) of article 
ts to Contractor," must be stricken out. 
proval of the contraCt is required before it shall become binding, the following article must be added: 
ARTICLE ______ , Approval.-This contract shall be subject to the written approval of ---------------------------
---------------------------------------------- and shall not be binding until so approved. 
;s subject to approval are not valid until approved by the authority designated to approve them, and the 
:opy will not be delivered, nor any distribution n1ade, until such approval. All changes and deletions 
!en made before the. contract is forwarded for approval . 
. umber of executed copies and of certified copies, designation of disbursing officer, statement of appro-
ount of bond, designation of place of inspection, as well as other administrative details, shall be as 
he department to which the contr act pertains. 
ank spaces must be filled in or ruled out. The contract must be dated, and the bond must bear the same 
t date. 
ficer of a corporation, a member of a partnership, or an agent signing for the principal, .shall place his 
d title after the word " By" under the name of the principal. A contract executed by an attorney or 
.alf of the contractor shall be accompanied by two authenticated copies of his power of attorney, or other 
.is authority to act on behalf of the contractor. 
1e contractor is a corporation, one of the certificates following the signatures of the parties must be 
: the contract is signed by the secretary of the corporation, then the first certificate must be executed 
:r officer of the corporation under the corporate seal, or the second certificate executed by the contracting 
ieu of either of the foregoing certificates there may be attached to the contract copies of so much of the 
te corporation as will show the official character and authority of the officer signing, duly certified by the 
assistant secretary, under the corporate seal, to be true copies. 
full name and business address of the contractor must be inserted, and the contract signed with his usual 
l'ypewrite or print name under all signatures to contract and bond. 
contracting officer must fill in the citation of the act authorizing the contract as indicated at the end of 
:of the contract, or equivalent information must be furnished elsewhere in the contract. 
Invitation, Bid, Acceptance, and Instructions to Bidders are not to be incorporated in the contract. 
specifications should include a paragraph stating the amount of liquidated damages that will be paid by 
or for each calendar day of delay, as indicated in article 9 of the contract. If time is not of the essence 
act the words "No liquidated damages" or an equivalent phrase should be inserted on the reverse side of 
•rm No. 20. So much of the language in article 9 as relates to liquidated damages shall then be deleted. 
itional contract provisions and instructions, deemed necessary for the particular work, not inconsistent 
andard forms nor involving questions of policy, may be incorporated in the specifications or other 
tg papers. 
-fT PRINTING OFFICE o16-17412-l 
(8) 
106 
#7 Performance Bond (Federal Form) 
STANDARD FORM 19 
REVISED JULY 1949 
PRESCRIBED BY BUREAU OF 
THE BUDGET CIRCULAR A-7 
BOND OF INDEMNITY 
(WHERE SURETY IS A CORPORATION) 
ADVANCES, "TRAVEL EXPENSE ACT OF 1949" AND ACT OF AUGUST 2, 1946, 60 STAT. 806 
Know All Men by These Presents: 
That we, ---------------------------------------------------------------------- of _ (First name) (Initials) (Surname) -- ---------------(R~~id~;;-~;;-N:;;~'b;;-~,;d-;b=~~t)-------------------------
___________________ -----------_____________ __ ----------------_ -------____________ , as principal, and ________ ______ ______ _______ ____ _______ _____ _______________ ________ _ 
(City) (State) 
--------------------------------------------------------------------------------- of ---------------------------------------------------------------------------------------• 
in the State of -----------------------------------------------------------------------------• as surety, are held and firmly bound unto the United 
States of America in the sum of------------------------------ thousand dollars ($---------------------------------), lawful money of the United 
States, to be paid to the United States of America or its agents or assigns; to which payment, well and truly to be made, we bind 
ourselves, our heirs, executors, administrators, successors, and assigns, jointly and severally, firmly by these presents. 
Sealed with our seals, and dated this --------------- day of ---------------------------------------------------------• in the year one thousand 
nine hundred and _________________ ___ ______ ---·----_ ----------------- __ --------
WHEREAS, The above-bounden principal is required to travel in the performance of his duties as an employee of the United 
States Gover nment and, under the provisions of the act of June 9, 1949, effective July 1, 1949 (Public Law 92, 81st Congress), and 
regulations promulgated by the Director of the Bureau of th.e Budget, is entitled to receive, and has received or it is contemplated 
that he will receive, an advance or adv~nces of funds for actual expenses or per diem allowance in lieu thereof on account of such 
travel; and, under the provisions of the act of August 2, 1946 (60 Stat. 806), as amended, and regulations prescribed in Execu-
tive Order 9805, as amended, upon authorized change of his official station, is entitled to receive an additional advance or advances 
of funds for the expenses of travel of himself, for the expenses of transportation of his family, and for the expenses of trans-
portation, including certain items incident thereto, of his household goods and personal effects; 
Now, THEREFORE, The condition of this obligation is such that if the said above-bounden ;principal shall safely keep and 
correctly pay out solely and only for authorized purposes, without lending, using, or exchanging for other funds than as allowed 
by law, such funds as have been or may hereafter be advanced to him at any time, and shall honestly and .promptly account 
for the same according to law, and rules, r egulations, and instructions made and given in confonnity therewith, and shall promptly 
repay to the proper parties thereto entitled, as required, any unexpended balances remaining in his .possession or standing to his 
credit, then this obligation shall be void and of no effect; otherwise to be and remain in full force and virtue. 
It is specifically understood and agreed that the above-bounden surety will not be released, pro tanto or at all because of any 
payments by the United States to the principal, after breach of the aforesaid condition, or funds, salaries, credits, or other 
moneys in the possession of the United States or under its control, otherwise due or owing from the United States to the principal. 
And the above-bounden principal hereby consents and expressly agrees to furnish a new bond of indemnity with satisfactory 
surety, in case the surety on this obligation should not for any reason be acceptable to the Secretary of the Treasury as surety 
on Federal bonds. 
Two witnesses (with complete residence addresses) as 
to signature of pl'incipal: 
----------------------------------<N--.;:;:;;-;)----------------------------------
--------------------- -------------f:N~~;)------ ----------------------------
-------------------<<iiiY.> _______________________ <st;.'t-;,y-------------------
Principal. 
[SEAL] 
Surety. 
[SEAL] 
By ------------------------------------------------------------------
Title. 
IMPORTANT NOTICE.-Do not execute this instrument without first reading the instructions on the reverse side hereof. 
16-26504-3 
INSTRUCTIONS 
The following . inst~ctions should be strictly observed in executing bonds of indemnity: 
1. NAMES.-The Christian name of the principal must be written in the body of the bond in full and 
so signed to the bond. 
2. WITNESSES.-The signature of the principal must be made in the ;presence of two persons, who 
must sign their names as witnesses. Witnesses to signature of officer or agent signing for corporate 
surety are not necessary. 
3. SEAL.-A corporate surety must affix its corporate seal. 
4. RESIDENCE.-The residence and post-office address (giving number and street, where the residence 
is so designated) of the principal and each witness must be given. 
5. SURETIES.-A corporate surety, duly qualified under the act of August 13, 1894, as amended by the 
act of March 23, 1910, will be accepted as sole surety, but only such surety companies as have been 
accepted by the Secretary of the Treasury as sureties oh Federal bonds. A list of such companies may 
be obtained· upon application to the Secretary of the Treasury, Section of Surety Bonds. 
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